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In 1794 when Archibald Robertson prepared the line engrav- 
ing reproduced on the front cover, New York City was the 
State capital and only recently had ceased to be the seat of 
the national government. Trade had grown since the Revo- 
lutionary War, sometimes there were 100 vessels in the port. 
Some 60,000 people lived in the area where the city’s 7,400,- 
000 now live... . Part of the new Tontine City Hotel may 
be seen at the extreme left, with Trinity Church close by. 
To the right of the ship's mast is the upper story and the 
belfry of the City Hall on Wall Street. At the extreme right 
is the Battery, with the houses on State Street. At the north 
end of the Battery are seen the “Churn” and Government 
House. ... This print, from the Eno Collection, is repro- 
duced through the courtesy of the New York Public Library. 
The Library's copy 1s one of three known impressions of the 
engraving. ... Both the front cover print and the 1936 photo- 
graph (above) show the Hudson River side of lower New 
York. The ocean liner is the Queen Mary on her first visit. 
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FROM THESE BEGINNINGS 


The first mercantile agency in the world 
was established in New York City in 1841. 
In 1893, this institution, R. G. Dun & Com- 
pany, added to its facilities for serving trade 
and industry by publishing a weekly maga- 
zine. Dun’s Review served its readers 
through the publication of original statis- 
tical material and of surveys of business 
conditions. 

In 1933 when the business of The Brad- 
street Company was acquired by R. G. 
Dun & Company, that company’s publica- 
tion, Bradstreet’s, was merged with Dun’s 
Review. This publication, originally a 
weekly letter, had since 1879 been pub- 
lished in magazine form with much the 
same purposes as those of Dun’s Review. 

Soon after the combination of the two 
magazines, there was put into effect a plan 
that included monthly magazine publica- 
tion supplemented by weekly news releases. 
Now, in 1937, the publishers announce an 
important change. 
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AN ANNOUNCEMENT 


af the future each issue of Dun’s Review will be distributed 
to substantially all commercial establishments and financial institutions extending 
mercantile credits throughout the United States, with an added circulation reaching 
representative bankers and merchants in Foreign industrial countries. 


The fundamental purpose of the publication is to serve as a medium for the 
compilation and distribution of authentic information of a statistical and research 
nature; and the presentation, by means of contributed articles, of the opinions of 
men whose viewpoints or ideas may tend to provoke discussion among business men 
on subjects of current significance. 


The tenor of these published articles in many instances may represent totally 
divergent attitudes on the same general subject expressed by men conspicuously 


prominent in various fields. 


In its research and statistical reporting, the Review will endeavor to emphasize 
material of basic importance. It will attempt to weigh the significance of various 


items in indicating the trend of expansion or contraction of business activity. It 
will present factors concerning business success and failure. From time to time, 


it will report on special surveys of business practices and policies. 


The Review will take no editorial position on current issues. Its editorial policy 
is that its function is to present information and discuss arguments impartially, 
leaving the conclusions to be drawn by the individual reader. 


A.D. WHITESIDE 
January 20, 1937. PRESIDENT, DUN & BRADSTREET, INC. 
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FACES A NEW YEAR- 


AND A NEW WORLD 


by RALPH E. FLANDERS 


President, Jones and Lamson 


Machine Company 


USINESS faces a 
B new year and a 

new world, and 
knows it. 

Seldom indeed has 
it been permitted that 
great social changes 
take place in such fashion that they are clearly seen 
by those contemporary with them. Such major events 
as the fall of feudalism and the industrial revolution 
were of such gradual development that they were 
seen clearly only in retrospect, by observers who had 
played no part in them. 

In contrast, we have been privileged to witness the 
demonstration in dramatic form of a revolution in 
social attitude, aspiration, and purpose. The change 
is from the attitude of helplessness in the face of eco- 
nomic ills to one of inquiry and experimentation, and 
from aspiration for opportunity at any cost to one for 


This is one of a series of articles by business men expressing 
their personal viewpoint regarding subjects of unusual im- 
portance to business. It should be emphasized that the pur- 
pose of this series is to present the diversified and represent- 
ative opinions of men whose backgrounds and points of view 
have created decided, and often conflicting, convictions. 


a measure of security 
even at the expense 
of individual oppor- 
tunity; there is like- 
wise a determination 
that scientific, engi- 
neering, and industrial 
progress shall pay dividends now in stability of em- 
ployment as well as in a rising but irregularly dis- 
tributed and highly variable standard of living. 

The dramatic revelation of this change came in the 
returns of the November election. 

It is the belief of many business men, among whom 
the writer is numbered, that the new social purposes 
can be attained. They cannot be attained automati- 
cally, or even easily. It will indeed be a task of the 
greatest difficulty to translate aspiration and promise 
into performance. That translation cannot be made 
by the fiat of Business, Labor, Agriculture, or even of 








Government. It can only be effected by sincere col- 
laboration of all of these elements. In the way of this 
collaboration are difficulties both of will and of in- 
telligence. 


>>>>>><<~<~<~<~< 


Wuat are the social contributions that Business 
has made hitherto? In partnership with Science and 
Engineering, it has had at its disposal the most re- 
markable variety and extent of natural resources to be 
found anywhere in the world within the boundaries 
of a single nation. Its staff has been drawn from the 
most varied, ingenious, energetic, and conscientious 
working population which the earth affords. 

With these advantages, American Business has de- 
veloped the nation’s resources to human uses, with 
much waste but with ultimate effectiveness. It has so 
organized production and distribution that even in 
depression the material circumstances of our citizens 
were superior to those of most other nations at the 
peak of their prosperity. Partly by social and govern- 
mental compulsion, but in still larger part by the 
innate decency of its leadership, it has made such 
social advances as the reduction of child labor from 
1,000,000 in IgI0 to 70,000 in 1930. 

Above all, it has kept open the door of opportunity. 
In the industrial field leadership is not a perquisite 
of class, wealth, or ownership. Our system of diffused 
stock ownership, with all of its faults, does leave the 
way clear for ability to reach the highest office from 
the lowest beginnings. That process is in active oper- 
ation today with a vigor undiminished through the 
changing years. 

All of this Business has done, and would willingly 
continue todo. But there are some important responsi- 
bilities which it has failed to meet. 

Over certain sections of industry and for considerable 
periods of time competition has been expressed largely 
in terms of low wages. While this has not been gen- 
erally true, the evil has been of such magnitude as to 
give apparent justification for policies in organized 
labor and in government which affect innocent and 
guilty alike, and do not in all cases work in the inter- 
ests of the whole body of workers. Business has failed 
to find a remedy for this evil in its own organization. 

Business has likewise failed to find the means of 
stabilizing its own activities, with the result that crises 
of increasing magnitude affect millions of employees. 
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As one result of business instability, the lot of the 
worker has become one of increasing insecurity; and 
while a considerable number of responsible firms have 
made individual contributions toward the security of 
their employees, there has been hitherto little in the 
way of a concerted attack by Business on the problem 
of security. 


>>>>>><<<<~<< 


Poutricat leadership likewise has important achieve- 
ments to its credit. 

It has expressed effectively the common purpose and 
desire of the people. 

It has taken over the reins of power with a com- 
pleteness that leaves no room for doubt—or, let us 
rather say, with little room for doubt. For we must 
make some reservations as we view the emergence of 
labor leadership as a mechanism of power rather than 
as a means of social justice. 

In expressing the common purpose and in assuming 
actual power, political leadership has undertaken re- 
sponsibilities never before laid upon it. These responsi- 
bilities, (which are for the security of our citizens, for 
a larger production and a wider distribution of goods 
and services) will be difficult of fulfillment. This is 
because they depend in great degree upon the detailed 
operations of Business; ‘and these detailed operations 
Government is unfitted to direct, unless we are pre- 
pared to accept the totalitarian state, whether Fascist 
or Communist, in which all details are in theory and 
practice subject to arbitrary governmental control. To 
date, there is no experience available among other na- 
tions which makes so radical a change attractive to the 
intelligent American. 

We are driven, therefore, to the conclusion that the 
results desired by our fellow citizens can be obtained 
only by cooperation between the major groups and 
the Government, each acting in the field in which it 
is most effective. Our concern at this time is particu- 
larly with the proper relations between Business and 
Government. 


>>>>>><~<~<~<~<~< 


Business must sincerely accept the social ideals 
which the election has indicated are the evident pur- 
poses of the American people. 

It must be willing to examine with unemotional 
intelligence all the hopeful novelties in economics and 
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business procedure; for there is much difference be- 
tween flying in the face of “economic law,” and de- 
vising new mechanisms for operating within the law. 
Mechanical invention did not cease when the laws of 
mechanics were formulated. That was when inven- 
tion began. Successful economic invention, perchance, 
has but just begun. 

It must separate itself from that element which is 
not “business” in any true sense of the word, but which 
lives by pure speculation and parasitism. If Business 
can learn to discriminate between the two, and will 
resolutely determine to cling to the one and to forsake 
the other, many evils will be mitigated; and with that 
mitigation there will disappear all reasonable excuse 
for repressive measures which now handicap real Busi- 
ness and all who are employed by it. The business 
of Business is to produce and distribute goods and 
services in ever greater quantities, at prices ever lower 
as compared with wages, to an ever greater number 
of people. In measure as it succeeds in this task and 
spurns parasitism, in this measure will it deserve well 
of the American people and of their Government. 

It must develop statesmanship rather than narrow 
opportunism in dealing with labor relations. 

Business statesmanship must be exercised in detail 
by the establishment to the fullest possible degree of 
personal contact between employer and employee, with 
opportunity for the presentation of mutual problems 
and aspirations. 


>>>>> > «~<~~~<~< 


GovERNMENT on its part has likewise new duties 
and new opportunities. 
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It must learn, not superficially but deeply and in- 
stinctively, that material well-being comes from in- 
creased not restricted production, and that fruitful 
leisure with increased consumption can be attained 
only by an increase in the use of “labor-saving” ma- 
chinery and management, not by restricting them. The 
real problem lies in better social organization, rather 
than in slipping backward down the trail of indus- 
trial progress. 

Government must wisely encourage saving and in- 
vestment which is directed toward these social ends, 
instead of preventing on the one hand our industrial 
organization from accomplishing that which it is per- 
emptorily demanding on the other. 

Government must be jealous of its rightful preroga- 
tives, and permit the assumption of governmental 
functions by no rival power outside of the authoriza- 
tion of the ballot. This restraint by Government is 
obligatory, whether widespread, extra-governmental 
power is sought by Business labor leaders, or any other 
organized group. 


>>>>>><<<<<~< 


THE progress of the coming year must be toward 
statesmanship in all fields—in Labor and in Business 
as well as in Government. Only if we can attain some 
measure of statesmanship as yet unattained can we 
hope to fulfill the desires of the people of this nation. 
The development of this statesmanship is a fascinating 
problem. The opportunities for resulting achievement 
are beyond accounting. For these reasons, the privi- 
lege of living in America in 1937 constitutes an oppor- 
tunity unparalleled in human history. 
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BUSINESS BIRTHS AND DEATHS 


by WILLARD L. THORP and WILLIAM A. ROTHMANN 


VERY business day, on the aver- 
E age, 1,292 new industrial and 

commercial enterprises open their 
doors in the United States. Of these, 
501 succeed previously existing enter- 
prises and 791 are completely new 
ventures. At the same time, 1,142 en- 
terprises pass out of the picture, leaving 
a net increase in the business population 
of 150 concerns for each day. 

These amazing figures are the result 
of a special research project by the 
Dun & Brapsrreer Research Division. 
During the first six months of 1936, 
there was carefully scrutinized every 
business report concerning the two mil- 
lion enterprises in the United States 
which the Agency keeps under reg- 
ular observation. 

Nearly half a million separate busi- 
ness changes were analyzed and tabu- 
lated. During that period, the total 
number of business deaths finally re- 
corded was over 176,000 and the total 
number of new enterprises eligible for 
birth certificates approximated 199,000. 
Even the process of reincarnation is 
part of the picture, for these figures in- 
clude over 77,000 cases in which the 
new enterprise was a direct succession 
to a concern that had previously dis- 
appeared. In addition, there were over 
16,000 cases involving only a change 


in name but no alteration in ownership 
or structure. 

These changes do not pretend to 
cover the entire economic system, but 
rather the types of activity which Dun 
& Brapstreet observes. In general, these 
include industrial and commercial en- 
terprises, but exclude financial institu- 
tions including banks, railroads, pro- 
fessional enterprises, such as lawyers 
and doctors, farmers, and other similar 
types of activity not ordinarily con- 
cerned with commercial credit in the 
accepted sense. The large chains ap- 
pear as single enterprises, the individ- 
ual outlets not being listed separately.’ 

Inasmuch as the number of com- 
panies under specific observation dur- 
ing this period averaged almost exactly 
2,000,000 it is possible to make some 
estimates as to the annual rate of busi- 
Using the 
six months’ record as a basis, it is easy 
to compute that the annual birth rate 


hess enterprise turnover. 


of enterprises must be 19.9 per cent, the 
annual death rate 17.6 per cent and the 
annual rate of increase in the business 


1 Because the listing of haulage, bus, trucking, and 
taxi companies was specially improved and extended dur- 
ing the period, these enterprises were excluded from the 
tabulation, although falling within the area now regularly 
covered by the Agency. . It should be noted that the 
six months’ period refers to the dates of the Dun & Brap- 
STREET reports. It is not, therefore, strictly accurate to 
regard these as the vital statistics for that exact period, 


but to a considerable degree, errors from a_ statistical 
point of view would be compensating. 


RELATIVE CHANGES IN ENTERPRISES BY INDUSTRIAL Divisions 


(Data for first 6 months of 1936) 





New Successions Net New Net Out * Gain 
‘. _ = — is — —/ 
Concerns “ s - : 
(Proportionate to Number of New Concerns) 
(Base) 
Manufacturing 100 32 68 56 12 
Wholesale . 100 32 68 48 20 
Retail 100 41 59 49 10 
Construction 100 25 75 51 2 
Commercial Service 100 38 62 59 3 
Total 100 39 61 50 II 
* The net out figure is obtained by deducting the number of successions from the total outs. This is not strictly 
accurate, since the successions are recorded when the new enterprise is formed. However, if one assumes a fairly 
uniform rate, then the discrepancy between successions on the birth side and on the death side will not be great. 
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population 2.3 per cent. In these per- 
centages of birth and death are included 
the 7.7 per cent classed as successions, 
or reincarnations, to continue the vital 
statistics metaphor. 


May, 1929, Was the High Point 


This population increase of 2.3 per 
cent during the first half of 1936 is of 
unusual significance at this time. The 
business population of the country in 
the so-called Dun & BrapbstREET area 
described above had steadily increased 
for decades, reaching its peak in May, 
1929, with nearly 2,215,000 commercial 
and industrial enterprises in existence. 
During the next four years, there was 
a net loss of almost exactly one-quarter 
of a million names. In March, 1933, 
the population stood below 1,960,000, a 
decline of 11.5 per cent.” This was its 
low point in recent years. 

During the last half of 1933, the total 
number of enterprises increased rapidly 
by about 25,000. However, the net gain 
for the years 1934 and 1935 was very 
slight; in fact, there even was a small 
decline from January, 1935, to January, 
1936. Against this background, the 2.3 
per cent increase recorded during the 
first half of 1936 is worthy of note, es- 
pecially since there is usually a seasonal 
decline during this period of the year. 
By the middle of 1936, the number of 
commercial and industrial concerns 
had recovered up to the level previously 
established in 1924. Preliminary es- 
timates indicate that the last half of 
1936 will show an even larger gain in 
the business population, probably fall- 
ing between a 3 and 4 per cent annual 
rate. 

During the first six months of 1936, 
there were 5,673 cases reported of com- 
mercial failures and of applications for 


2 During this period, two opposite influences in the 
Dun & BRADSTREET Organization may have influenced these 
figures to an unknown, but probably relatively unimpor 
tant extent: first, a more rapid elimination of disap- 
peared concerns from the active list; second, a more 
complete coverage in certain borderline types of economic 
activity. 
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reorganization under Section 77-B of 
the New Bankruptcy Act. Since the 
total disappearances were over 177,000, 
it is obvious that for every case which 
dies with legal formality, there are 30 
which fold up quietly and withdraw 
from the scene without special court 
protection to creditors. Even when the 
successions are eliminated, and these 
vary all the way from the purchase 
of a store by an individual to the in- 
corporation of a partnership, and only 
the net disappearances are considered, 
the failures still represent but a frac- 
tional part, the ratio then being 1 to 18. 
The failures record can be taken as an 
indicator of serious business difficulty, 
but it obviously must not be used as 
an absolute measure of business deaths. 


The Percentage Record 


Later reports will analyze these busi- 
ness changes in greater detail by trade 
and industry groups. In the general 
summary, however, it is important to 
indicate at least the broad areas in the 
economic system wherein these births 
and deaths occur. The record, in per- 
centages, is as follows: 


DistriBUTION OF Business BirtHs AND 
Deatus sy INpustriaL Divisions 


(Data for first 6 months of 1936) 
New Disap- 

Enterprises _ pearances 

(199,000) —_ (176,000) 








Manufacturing . 10.3 10.2 
Wholesale 55 5.0 
Retail 73.9 74.5 
Construction .. 4.6 4.0 
Commercial 
Service 5-7 ; 6.3 
Total 100.0 100.0 


The distribution of total births and 
deaths by industries seems to corre- 
spond with general impressions as to 
their relative importance in the total, 
when measured by number of enter- 
prises. In every group, the new enter- 
prises exceeded the disappearances, 
although for commercial service, the 
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margin was slight. Retail trade, ac- 
counting for nearly three-fourths of the 
total, obviously dominates the record. 
The exact significance of the construc- 
tion figures is somewhat confused by 
the character of the industry itself, with 
its many in-and-out operators, now 
working as independent sub-contrac- 
tors and now as skilled laborers in some 
one else’s employ. Commercial ser- 
vice also is a less exact area. However, 
despite the boundary problems of these 
two, the Agency has long-established 
policies in both which provide some 
degree of consistency for comparing 
their births and deaths. 

The variation in the behavior of the 
vital statistics records among the major 
industrial divisions is indicated more 
fully in the table on the opposite page, 
based upon rates in terms of 100 new 
concerns in each group. 





Two-fifths Are Successions 


Of every 100 new concerns, 39, or 
about two-fifths, are successions, but 
the proportion varies somewhat among 
the different industrial groups. The 
extent to which the new concerns are 
successions is much higher in the retail 
field than any other, and lowest in con- 
struction. 

The actual proportion of the new 
concerns which contribute to the net 
gain in enterprises is highest in con- 
struction, followed by wholesale trade. 
Retail trade, although it accounts for 
69 per cent of the total net gain, has a 
more nearly balanced ratio of births to 
deaths. Commercial service reported 
a very small ratio of births over deaths. 

These general figures present a pic- 
ture of continual change within the 
economic system. However, the turn- 
over rate is not to be taken as a meas- 
ure of the degree of disturbance caused 
by these population shifts. A large part 
of these births and deaths are very small 
scale enterprises. The large enterprises 
seldom actually disappear, although 
their ownership and control shifts con- 
tinually, as stock is bought and sold, 

(Continued on page 46) 




























LISTING 20,000,000 WORKERS FOR 
OLD-AGE BENEFITS 


individual ledger account for each 
worker covered by the Federal 
old-age benefits plan is rapidly being 
demonstrated by the Social Security 
Board with the assistance of other Fed- 
eral agencies. The Board is completing 
final phases of setting up the initial 
records with every indication that the 
work will be finished on schedule. 
Over 22,000,000 American wage earn- 
ers had completed applications by Janu- 
ary I in order to participate in the 
Federal old-age benefits plan. Most of 
the field work necessary in the pro- 
gram had been completed by that date. 
Headquarters work has kept pace with 
field operations; accounts have been 
established for individual workers by 
orderly, mechanical processes as appli- 


Tins feasibility of establishing an 


cations were received from the field. 
Already the Board has put into effect 
preliminary phases of the program to 
maintain a record of wages on each 
account. 

Employers having employees en- 
gaged in occupations covered by the 
old-age benefits program are to report 
the earnings of each covered employee 
every three months, except for the ini- 
ual report which is for a six-month 
period. The amount paid to each wage 
earner will be taken off these reports 
and posted to his account. When the 
wage earner is 65 years old the amount 
of his old-age benefit will be de- 
termined, basically, from the total 
wages which appear on his account. 

The information required for each 
employee goes easily on one card. 
Twenty million such cards, however, 
will fill thousands of mail-sacks. The 
mere checking and sorting of such 
masses would consume a vast amount 
of time unless carefully planned. Ex- 
perts of the Social Security Board spent 
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by HENRY P. SEIDEMANN 
Director, Bureau of Old-Age Benefits, 
Social Security Board 


months in devising the quickest and 
most accurate methods of handling the 
applications. The details of distribut- 
ing and collecting forms were worked 
out as carefully as was their mechani- 
cal manipulation when complete. 


Account Numbers Assigned 


Each employee account is simply a 
sheet of paper with the name and ac- 
count number of the employee at the 
top. So many of us have the same 
1ame, however, that care must be taken 
to distinguish between the various John 
Smiths. Each employee, therefore, is 
asked to state the date and place of 
birth, the names of both parents, sex, 
race, and present employer. This in- 
formation is held in strict confidence, 
and used only to identify accounts. In 
the Social Security Board office, this 
information is ample to distinguish one 
account from another. 

However, whenever an employer re- 
ports that he paid John Smith $127 in 


Lert: Copies of Form 

SS 5 are received from 

post offices all over 
the country. 


Center: Punched 
cards are checked 
against applications 
and errors € orrected. 


Ricut: Two shifts of 

300 key punch oper- 

ators punch the master 
cards. 
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the past quarter, the Social Security 
Board must know which John Smith 
is meant. Smith and other employees 
would not want to tell their employers 
every month the dates of their birth 
and the names of their parents. Their 
employers would not want to clutter 
up their pay rolls with all that informa- 
tion. An obvious alternative is to give 
a number to each employee account. 
This plan has been adopted, so every 
employee will be furnished with an 
identification card, bearing the num- 
This number _ is 
given to the employer who will put it 
on all reports of earnings which he 
subsequently renders. It will identify 
the employee’s account when the em- 
ployer’s report reaches the Social Se- 


ber of his account. 


curity Board. 

The program of setting up employee 
accounts, therefore, was built around 
the assignment of these numbers. Em- 
ployees were requested to fill in an 
“Application for Social Security Ac- 
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count Number.” It was decided to 
set up an account for each application. 
This seemed the simplest possible 
method of preparing records. Even 
with so simple a system, however, 
the magnitude of the task created 
problems. 


Setting Up Accounts 


The actual setting up of employee 
accounts is carried on at the Wage 
Records Office of the Social Security 
Board in Baltimore, Maryland. This 
office is in the Candler Building, a big 
factory-type concrete building. Each 
of the two floors occupied by the Wage 
Records Office contains 42,000 square 
feet of useful floor space. For purposes 
of efficiency in an operation of this na- 
ture, partitions are few. A “straight- 
line” production system is used, so far 
as it is applicable. 

Employee applications began to pile 
into Baltimore on December 1. Hun- 
dreds of mail-sacks full arrived every 
day. By December 20, there were about 
10,000,000 employee applications on 
hand with another 12,000,000 still in 
the typing centers. The sacks were 


emptied on large tables and from there 
sorted as to point of origin and placed 
in holding files. As soon as a “block” 
of 1,000 consecutive numbers was as- 


sembled, it was started through a 
definite set of mechanical operations. 

These operations were based on the 
fact that information can be recorded 
on a “punch card” by punching holes 
through it as well as by printing the 
information on paper. When such a 
card is properly punched, machines 
can reproduce the information in print 
more quickly than any human can copy 
it. In the machine reproduction, more- 
over, there is no chance of the errors 
which human copyists make. For 
multiplying records, man has devised 
machines which can do the work bet- 
ter than man himself. 

At the Baltimore office, therefore, 
plans were laid to make one accurate 
punch card, called a “master name 
card,” for each employee account. Indi- 
vidual ledger account sheets and other 
records are reproduced from this basic 
record. Each master name card con- 
tains the name, number, and other 
identifying information for one em- 
ployee. This information can be 
printed automatically across the top of 
the ledger account sheet, which will 
then be ready to receive the data on 
the wages of that employee. Numeri- 
cal and alphabetical indexes to the em- 
ployee accounts will also be printed 
from the master name cards. Finally, 
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a duplicate set of “actuarial” punch 
cards will be prepared from the same 
master name cards for use by the 
statisticians. 

Since the handling of so many cards 
is a vast labor, this process is carefully 
systematized and divided into nine 
operations. Each operation is carried 
on by a different group of personnel. 
Each block of 1,000 cards is carried 
completely through one operation, then 
passed on as a unit to the next group 
of workers. 

The first two operations are merely 
preliminary: 

1. Control is established, and con- 
trol cards made out. 

2. Applications are checked and 
coded. 

The next three operations complete 
the master name cards: 

3. Master name cards are punch- 
ed, individually. 

4. Gang punches and interpreters 
complete the master name cards. 

5- Punched master name cards 
are checked against the original 
applications. 

The four last operations print the 
permanent records automatically from 
the master name cards: 

6. Actuarial cards duplicated. 

7. Numerical index printed. 














8. Ledger record cards printed. 
g. Alphabetic index printed. 

“Control” of this process is estab- 
lished to keep the flow of cards even 
and to let the persons in charge know 
where further personnel will be needed. 
As soon as each block of applications 
and Form OA-702 is assembled, a set 
of ten “control cards” is made out for 
the block. One is a master control card 
which indicates that the block has 
started on its journey. The other nine 
correspond to the nine operations. 
They accompany the block on its 
travels, enclosed in an envelope. As 
each operation is completed the con- 
trol card pertaining to that operation 
is removed from the envelope, dated 
and initialed by the supervisor, and 
returned. 

As such cards come in, they go into 
a visible control rack. This is simply 
a wooden box with ten tall compart- 
ments. Each compartment is three 
and one-half inches wide and three 
feet high. The first is for the master 
control card and the other nine for 
the control cards for each operation. 
The control cards are placed in the 
compartment indicating the particular 
operations to which they have pro- 
gressed, so that the persons in charge 
can tell at a glance about how much 
work is in process in each of the oper- 
ating units. For an exact report, how- 
ever, they will have to use sorting 
machines and tabulators to count the 
control cards in each compartment. 
Each compartment will hold about 
4,000 cards, re presenting 4,000,000 
names in process. 


Applications Coded 


Applications are checked and coded 
in the next operation without ma- 
chinery. Two or three clerks take over 
each block of 1,000 applications. In 
checking, Form OA-7o02 gets a final 
comparison with the original applica- 
tion. Coding reduces each surname to 
a three-numeral symbol. Vowels are 
eliminated, and all similar consonants, 
such as b, f, p, and v, are represented 
by the same numeral. This arrange- 
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ment has been found most convenient 
for alphabetic filing because it neutra- 
lizes mistakes in spelling. After cod- 
ing, the information on Form OA-702 
is ready to be punched on the master 
name card. 


Name Cards Punched 


Each master name card is punched 
individually on a key punch. The 
process resembles typing, except that 
when a key is struck it punches holes 
in a card instead of printing a letter on 
paper. Three hundred key punches 
are assembled in one big room at Balti- 
more. This is one of the largest single 
installations of these machines on rec- 
ord. They look something like sewing 
machines with a typewriter keyboard 
wired on. The operators are specially 
instructed typists. They take Form 
OA-702 and translate its information 
into punches in a card about seven 
inches by three. Two shifts of 300 
operators each are required to keep up 
with the more mechanical processes 
which follow the original punching. 

The card, when punched, is the basic 
master name card. It is slightly larger 
than an ordinary cheque, and is printed 
on stiffer paper. It is read horizontally, 
by means of punch holes in numerous 
vertical columns. Each column repre- 
sents one letter or numeral, and the 
location of the punch-holes indicates 
which letter will be printed. Once the 
punch-holes have been completed and 
verified they will actuate special ma- 
chines in: 

1. Sorting the cards into any order 
desired; 

2. Reproducing the information 
in print on any surface; 

3. Reproducing duplicate cards 
with the same punches; and 

4. Comparing the master name 
cards with other punch cards which 
contain the same information. 

All the necessary lists can be made 
up by a combination of these processes. 

After the individual information has 
been put on each master name card, it 
still needs certain serial numbers which 
are common to the whole block of 
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1,000 cards. In addition, before it can 
be read, it must have the name of the 
employee and the number of the em- 
ployee’s account printed on it. These 
finishing touches are supplied in the 
next operation by means of “automatic 
gang punches” and “automatic inter- 
preters.” 

Both these machines “read” the cards 
by means of a series of electric brushes. 
Stacks of cards are fed into each ma- 
chine. Each card passes over a metallic 
roller just as laundry passes through a 
mangle. The electric brushes are “set” 
on certain columns on the card. When- 
ever the brush reaches a punch-hole it 
makes an electricai connection with the 
metallic roller. The point at which the 
connection is made governs the punch- 
ing, printing, or comparing mechanism 
with which the machine is equipped. 

Under the direction of the electric 
brush the gang punch makes the holes 
which are common to each block of 
cards. The operator can check the 
accuracy of the punches by holding 
each completed stack up to the light 
and looking through the uniform holes. 

Automatic interpreters print the 
name of each employee and the num- 
ber of the employee’s account across 
the top of his master name card. For 
this process a series of type-bars are set 


One corner of the file room where the 
records of workers’ names and account 
numbers are filed. 
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up vertically. Each bar carries a whole 
alphabet. The height at which each 
bar is set determines the letter which it 
will print. The electric connections 
made through the punch-holes deter- 
mine the height of the bars for each 
imprint. The peculiar ingenuity of this 
machine is that it prints on the same 
card that its brushes are “reading.” 


One interpreter can print about 50 


cards a minute. The gang punch can 
finish 100 a minute. They are oper- 





employee. The original applications 
are then filed. The information on the 
master name cards has been reduced to 
a series of neat, indelible, punch-holes. 
From these the data on the cards can 
be reproduced automatically at any 
time, without errors, and in a fraction 
of the time needed to copy it by hand. 

After the 


completed they are used to set up the 


master name cards are 


permanent records. The first record 


“set up” is a complete set of dupli- 
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From the punched master cards, alphabetic tabulators automatically print lists of wage earners and 


account numbers at 80 lines a minute. 


ated together in units of three, two 
interpreters to one gang punch, with 
one operator to manage the set. It is 
estimated that only eight such units 
will be needed to keep up with the 300 


key-punches. 


Master Cards Checked 
As a last check on errors, the com- 
pleted master name cards are checked 
against the original employee applica- 
tions. This method of checking in- 
sures agreement of the master name 
card with the signed application of the 
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The same machines make up the ledger record sheets. 


cate cards. These are called “actuarial” 
cards because the statisticians will 
use them for their actuarial studies 
and other computations. Soon, for 
example, it will be necessary to ar- 
range these cards according to the ages 
of the employees. Lists can then be 
printed of those who become 65 years 
old in 1937 and succeeding years. This 
will facilitate paying their benefits 
when due. Lump-sum benefits, equal 
to 3!4 per cent of total wages, will be 
payable from 1937 on. Monthly bene- 
fits will begin to be paid in 1942. 


? 


The simplest record established is 
a numerical index of the master name 
cards. It is called the “Register of 
Employee Accounts,” and is printed 
on large sheets of paper. The sheets 
will be bound into books for ready 
reference. 

The machine which does the print- 
ing is called an alphabetic tabulator. 
Like the automatic interpreter, it 


“reads” cards by means of electric 
brushes and prints information by 
means of vertical type-bars. These 


bars stick out of the top of the machine 
like the skyline of New York City. 
Cards are fed in below, and the bars 
shoot up or down with each new con- 
nection. Eighty lines a minute are 
printed in this operation. 


Ledger Record Sheets 

The same alphabetic tabulating ma- 
chine is used to head up the ledger 
record sheets on which employees’ 
wages will be recorded. This is the 
central operation of the whole process, 
but it is no more difficult than printing 
a numerical list. The master name 
cards are fed into the alphabetic tabu- 
lator. The name and number of each 
employee is printed across the top of 
a sheet 11x7 inches. It is estimated that 
some 28 sheets can be headed up in 
one minute. The ledger sheets are 
filed away in numerical order, ready 
for the periodic posting of wages. 

It may happen that some employee 
will write to the Board about his ac- 
count, but will not give the number. 
An alphabetic index will then be re- 
quired to locate his account. This will 
be prepared from the actuarial cards 
since they need not be kept in numeri- 
cal order. 

Rearranging over 22,000,000 cards 
from numerical to alphabetical order is 
no simple undertaking. Horizontal 
sorting machines are employed for this 
purpose. They are low machines, about 
the size and height of a xvlophone. 
They consist of twelve compartments 
with the inevitable roller and electric 
brush at one end. A sheaf of thin steel 
(Continued on page 45) 








HAVE MERGERS BEEN SUCCESSFUL? 


USINESS men, only slightly in- 
B terested in business history as 

such, have nevertheless been 
eager to know more about the great 
merger period centering around 1goo. 
At the very least, they have known of 
“Trust-busting” a la Roosevelt, and of 
the personalities of Rockefeller and the 
elder Morgan. 

The present generation has paid less 
attention to this intriguing topic than 
their fathers only because the war 
period and later depression experiences 
have brought with them many new 
problems and difficulties. But of all 
episodes in American business history, 
the period from 1897 through 1905 has 
perhaps as many object lessons for 
business today as any other. Its shadow 
still affects men’s thoughts and atti- 
tudes, in the political world as in the 
world of business. 

We are often told by “defenders of 
the people” that there are monopolies 
ready to pounce upon the poor con- 
sumer at the least opportunity, and that 
the trend is all toward an increase both 
in number and the power of these or- 
ganizations. Leaders who make such 
statements are attempting to recreate 
the spirit that prevailed in 1906 or 1910; 
often their formative years fell in that 
hysterical trust-busting decade. 


Today’s Viewpoint 

Those who make such statements, 
furthermore, fail to understand that 
sentiment among business leaders fav- 
oring large-scale mergers is far from 
unanimous today, whereas forty years 
ago there was hardly a dissenting voice 
in the chorus of belief in the Rocke- 
feller prescription for business success. 
Even those men who in 1899 or rgor did 
not selfishly seek profits through mer- 
gers were extremely pessimistic as to 
the possibility of small enterprises re- 
maining in competitive existence except 
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in remote corners of the business world. 
The Marxian forecast of “bigger and 
bigger” never seemed to be nearer 
realization. The united will and belief 
of the business community was behind 
the tendency to consolidate. 

Today this is far from true. It has 
clearly been demonstrated that small 
businesses can and will survive against 
large-scale competition. Many lines of 
endeavor—woolen production, wo- 
men’s clothing, machinery manufac- 
ture, shoe manufacture—immediately 
come to mind as examples. Bankers 
and business leaders of today are very 
much “from Missouri” when a merger 
is presented to them for support or 
approval. This healthy difference of 
opinion, and the demonstrated un- 
wisdom of large-scale operation in 
many fields, are the real bulwark we 
have against the dragons of monopoly. 


Economic Law Governs 


As a result, it is pretty generally 
taught and realized today that the large 
scale of operation is desirable only in 
specific industries. The truth is that 
those who write—or roar—about the 
growing trend toward concentration of 
control in every branch of business are 
a generation out of date. In many im- 
portant industries their business value 
is recognized, although our political 
heritage demands that we _ provide 
some reassuring method of controlling 
them. In other directions business men 
are just as quick to defend the small 
unit as demonstrably superior in effi- 
ciency. In still a third group of indus- 
tries units may be fairly large so far as 
financial control is concerned, but there 
must be a fairly definite limit upon the 
extent to which the actual scale of pro- 
duction may go, lest the turn to a con- 
dition of increasing unit costs be 
reached. 

Economic law and not political 
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dragon-slaying has created these dif- 
ferences and has made the formula of 
pass-a-law-and-cure-the-evil seem par- 
ticularly inept when applied to the 
problem of “control” over business size. 

But in their praiseworthy anxiety to 
make clear this somewhat complicated 
situation affecting mergers in the busi- 
ness world of today, many writers have 
been over-zealous in their effort to 
establish the conclusion that large-scale, 
inclusive control of different industries 
has been not only politically dangerous 
but actually unprofitable. The sup- 
posed fact that those mergers which 
were actually consummated in the great 
1900 period have turned out miserably 
has been their chief ammunition. 

Triumphantly, it has been claimed 
that the predictions or beliefs of those 
who promoted that great crop of in- 
dustrial mergers turned out to be far 
wide of the mark. Professor Dewing 
has especially stressed this failure of 
promoters’ brain children to measure 
up to their foster-parents’ advance bill- 
ings. This is really a criticism which 
need excite us no more than a com- 
parison of politicians’ platforms with 
their performance. 


Other Studies of Mergers 


About a decade ago the National 
Industrial Conference Board, recogniz- 
ing the wide interest among business 
men in this controversy, made a some- 
what broader study of the available 
historical data, but reached roughly the 
same conclusion as Professor Dewing. 
It studied the history of approximately 
fifty mergers as reflected in the prices 
of their stocks, and made some analysis 
of their effect upon their respective in- 
dustries in so far as prices, leadership, 
research, and other such evidence might 
reveal. The conclusions of the Board, 
although tempered somewhat from the 
vigorous assertion of Professor Dewing, 
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was nevertheless pessimistic about the 
profits of mergers, although their effect 
on prices and costs was apparently 
beneficial. Many lesser investigators 
have made some statistical analyses 
pointing to the same conclusion, but in 
most cases the lead of Dewing has been 
closely followed in any statements about 
the careers of the 1900 mergers. Only 
one observer, Professor Mead of the 
University of Pennsylvania, has ven- 
tured to advance tentatively the op- 
posed view—that mergers were rela- 
tively more successful than their 
independent brothers. In all these in- 
stances, the studies did not extend be- 
yond 1915 or 1920. 


Let’s Look at the Record 


So long as we have the political 
problem of controlling mergers and of 
developing the proper policy toward 
them, no comment on their history can 
be entirely out of date. Nor can the 
business leader interested in the peren- 
nial problem of expansion and merger 
neglect any new material which may 
come to light. Perhaps mergers have 
been profitable, successful—and_ well- 
behaved, despite the political thunder- 
ings and the economists’ antagonism. 

What then has been the actual busi- 
ness record over thirty or more years— 
somewhat more than a generation—of 
a representative group of the hopefully- 
launched mergers of 1900? To answer 
that question better than it has here- 
tofore been answered, the period ex- 
amined should include the depression 
period, not just the pre-war era or 
the first ten or twenty years of their 
existence. Neither should the conclu- 
sion be based on the performance of a 
hand-picked group of a score or more 
of the publicized companies—those 
which drew down upon themselves 
enough public opprobrium to enter 
the select circle of super-mergers 
known as “trusts.” To answer the 


Whether mergers and large-scale opera- 
tions will be profitable depends upon the 
industry. . . . These men, manufacturing 
generators for Ford cars, are in a small 
plant in Ypsilanti, Michigan. 
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question from the standpoint of the 
business man interested in the proven 
wisdom or unwisdom of the merger 
idea, with all its implications, necessi- 
tates the use of a much larger sample. 

To make such a broad and thorough 
answer, the early records of 409 com- 
panies were laboriously examined. 
They were chosen as being fully rep- 
resentative of the merger movement 
which got under way slowly in the late 
eighties and was in full swing by 1897. 
By 1903 enthusiasm had cooled and 
the number of new projects dwindled 
sharply. Getting on the trail of these 
400 Cases was easy, because numerous 
writers had compiled chronological 
lists of the new undertakings; John 
Moody’s compilation for his “Truth 


enough, the statistical totals of many 
commentators have been padded for a 
generation because no one had dug into 
the real nature of many projects which 
had put forth imposing names, but 
were not deserving of inclusion. One 
group so excluded were English or 
Canadian; others were simply not the 
result of merger, though their titles 
sounded so; and others were simply 
local absorptions with no significance 
in a national merger movement. 

Of great importance for the results 
was the division of the total number of 
important mergers into primary and 
secondary groups. The 156 concerns 
in the primary group included all of the 
approximately 75 more famous com- 
panies which had been examined by 


Primary Group oF [NpustRIAL MeErcerRs, 1888-1905 


1. Early Failures 
Later Failures 


2. “Limping” Group. 

3. Successes 
Rejuvenations 
Outstanding Successes 
Total 


7—Number— r—%Jo of Total— 


53 32.6 
10 63 0.1 40.4 
17 10.9 

56 35-9 

10 6.4 
10 76 6.4 48.7 
150 100.0 


SECONDARY Group OF INDUsTRIAL MERGERS, 1888-1905 


1. Failures 


2. “Limping” Group 
3. Rejuvenations 
4. Successes 

Total 


About the Trusts,” published in 190s, 
was the most comprehensive. But to 
find out definite facts about each of the 
400 was much more difficult. The 
records of the Scudder Library at 
Columbia University proved to be the 
best source of information. 

More than 70 of the 400 companies 
were dropped from the study, because 
upon examination they proved to be 
anything but “mergers” in any legiti- 
mate meaning of that word. Curiously 


7—Number— 7—% of Total— 





7° 45.3 
II 6.4 

3 1.8 
80 $3 46.5 48.3 
172 100.0 


other students, plus a number whose 
earnings records were known but had 
not been included in any prior survey. 
But the secondary group was all new 
material, and served to broaden im- 
mensely the statistical basis upon which 
conclusions can be based. Nor were 
the companies included in the latter 
group necessarily secondary in impor- 
tance in their own industries. On the 
contrary many of them, formed frankly 
to increase control in a given industry, 
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are or have been prominent leaders in 
recent years. Continental Gin, Cream- 
ery Package Manufacturing, Pacific 
Coast Biscuit are examples. They were 
in general smaller in size and engaged 
in less important industries. Less de- 
tailed study was given them, but sufh- 
cient evidence was compiled to permit 
of dividing them into categories of suc- 
cess and failure. 


How the Analysis Was Made 


By the use of earnings records over 
thirty years or more, it was possible to 
divide the total number of companies 
—328—into four categories. “Suc- 
cesses” and “failures” were two obvious 
divisions. It was clearly necessary to 
add two others in order to assess fairly 
the performance of such a large and 
diversified sample. “Rejuvenations” 
were those which had gone through a 
period of stress, low earnings, changes 
in management, but which had been 
clearly successful in recent years. 
“Limping” units were those with short 
periods of good or even brilliant results, 
offset by losses at other times, usually 
in later years. The former were akin 
to the successes, the latter to the failures. 

Outstanding successes were those 
concerns which have been not only 
successful by the test of earning power, 
but were separated because their leader- 
ship in research and in progressive 
management over the thirty-year period 
has been outstanding. 

The accompanying table shows how 
the two groups of mergers classified 
under these headings. About half of 
these combinations formed between 
1888 and 1905 are now successful. 

“Success” means little without statis- 
tical confirmation. An examination of 
the earnings rates of 49 of the success- 
ful companies in the primary group 
showed that not only were they suc- 
cesses in the pre-war days, but have 
measured up to the accepted standard 
of industrial success since 1919. This 
is a large sample, more than one- 
third of the total number of successful 

(Continued on page 47) 














KNOW 


INCE when the 


American exporter first poked his 


1932 average 

head out of the door cautiously and 
saw that the storm actually was sub- 
siding, courage has replaced doubt. In 
the past four years, ventures in the for- 
eign field have become less motivated 
by an effort to find new sales areas to 
replace shrunken domestic outlets, and 
more by a desire to consolidate and 
expand gains in both fields. 

Paradoxically, to this seeming daring 
to spread sales horizons by turning to 
markets over-seas, there has been 
coupled a business-like conservatism— 
a desire to eliminate the uncertainty 
surrounding foreign credit risks. Evi- 
dence of this is found in the increased 
number of credit inquiries. 

To no small extent this situation has 
developed through larger export orders 
being received on every hand and the 
need for encouraging this increased 
business, but still keeping it within 
conservative bounds. Until lately, lit- 
tle attention has been paid to the one 
fact that, by judicious use of export 
credit terms, it is entirely possible to 
make foreign shipments and not hold 
one’s breath until the remittance has 
come in. 

It is doubly unfortunate that too 
frequently business men with export 
orders thrown their desks have 
been prone to check these on the same 


on 


standards and with the same terms as 
Re- 


sult—litigation and loss—with the ad- 


those used on domestic accounts. 


vantage all to the foreign buyer. 

This has brought into existence two 
schools of thought, each traveling in 
The will 


check an export order on open account 


opposite directions. first 
after cursory investigation. The other 
stubbornly refuses to have anything 
to do with foreign customers except on 
secured terms, invariably falling back 
on such terms as cash with order, letter 


YOUR EXPORT 
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Foreign Division 
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of credit, sight draft documents against 
payment, or some other variant of the 
COD. 

If the first group pays not enough 
heed to the fundamental credit risk 
involved, the second is as heedless in 
ignoring the sales and profits that are 
turned aside by inflexible credit polli- 
cies. Frequently enough, the exporter 
finds himself traveling with great 
rapidity between one extreme and the 
other. A bad case of the jitters de- 
velops and either he swears off the 
export trade entirely, or decides to find 
some happy medium. It is then he 
finds that it has been close at hand all 
the time. 

The answer is that foreign com- 
mercial laws differ from our own, mak- 


KEY TO TERMS IN TI 


C.A.D. Cash against documents at port 
of entry; similar to sight draft 
documents against payment. 

C.A.D.-N.Y. Cash against documents in New 
York. 

Cd. SI. Conditional sales (installment 
sales contracts or hire purchase 
agreements) under which ttle to 
merchandise remains in hands of 
seller until debt has been com- 
pletely liquidated. 

CLA. Cash in advance. 

C.m N.Y, Cash in New York. 

C.R.M. Cash by return mail; sometimes 
also referred to as Cash on Re 
ceipt of Merchandise—to all in- 
tents an open account transaction 
with a suggested time limit. 

C.ES: Cash by return steamer. Prac- 
tically the same as C.R.M. 

C.W.O. Cash with order. 


Discount for payment of goods 
within discount period. 


I). or Disc. 


30-180 D/D 20 to 180 days date draft—ma- 
turity counts from date of draft, 


irrespective of acceptance date. 


TERMS 


ing it necessary to use a different set 
of credit instruments. These instru- 
ments (bills of exchange in distinctive 
forms) can meet practically every credit 
condition and are suitable for any type 
of account. They offer the foreign 
customer the reasonable credit facilities 
to which he is entitled, and they give 
the exporter the margin of protection 
that he wants and needs. 

A survey recently completed by the 
Foreign Division, DuN & Bravstreer, 
Inc., shows the terms being used by a 
representative group of American ex- 
porters today. The tables on the next 
four pages summarize the range of 
terms used by exporters in various 
lines in shipping to that most interest- 
ing of export areas—Latin America. 


TABLES, PAGES 20-23 


Ds.Dft. Fither sight or date dratt. 

90 Ds.Nts. go days notes; similar to trade 
acceptance. 

10 F.O.M. Similar to open account with ma- 
turity 10 days after the end of 
that month in which purchase is 
made. Ordinarily this provides 
about 30 days credit. 

E.OS. Season’s dating: payment is 


made at end of season. 


Irrev.L/C Irrevocable letter of credit. 


L/¢ Letter of credit. 

O/A Straight open account. 

30-120 O/A 30 to 120 days open account. 

S/D Sight draft—ordinarily with 
documents attached and released 
against payment. 

S/D D/P Sight draft, documents against 
yayment. 
pa) 

30-180 S/D 30 to 180 davs sight draft with 
maturity period beginning from 
date on which draft is accepted 
by customer. 

T/A Trade acceptance. 

g0 T/A go days trade acceptance (notes 


maturing within 90 days). 





‘Tne TABLES on the next four pages show the 


range of terms for 4d commodities or commodity 
groups. Lack of space prevents including other 
commodities upon which information may be 


obtained from the author. 

The range of terms for some of the omitted 
commodities may be thus briefly summarized: 
niotor truck parts, S/ID; confections 20-30 O/ A; 


watches and attachments, O/ A-120 O/A; optical 
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goods—to South American trade, $/D and O/A, 
to West Indian and Central American trade, 
30-60 O/ A. 

The brief commodity 
tables do not include 
shipped under the same terms 
on the same terms as hardware: 
equipment terms are included in those 
for radios and refrigerators. 


headings given in the 
similar products 
Cutlery is shipped 
air conditioning 
shown 


other 
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THE TREND OF BUSINESS 


PRODUCTION . . . PRICES . . . TRADE... . FINANCE 
DecemseR brought the recovery year of 1936 to a brilliant close. 
While the financial world was relatively quiet (except for 
extraordinary dividend declarations), the industrial world was 
making a significant record. The index of industrial produc- 
tion rose to approximately the 1929 level. Retail trade also 
showed marked increases, supported by rising pay rolls, divi- 
dend declarations, and bonuses. Construction activity and 
record railroad equipment orders both indicate strength in the 
durable goods industries. Commodity prices, particularly those 
of raw materials, continued the marked rise which began in 
October. This development in turn contributed further to en- 
couraging the upswing. . . . Evidence is already sufficient to 
indicate in January some reaction from this picture. 


Industrial Production wrought by the advanced production 


Federal Reserve ‘Bosra Adjusted Index schedules of the automobile industry, 
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HE adjusted industrial production 
i which makes allowance for 

normal seasonal variations, ad- 
vanced to 114 in November and the 
December figure may even exceed 120. 
This continues the upward movement 
which began in March when the index 
stood at 93. This extraordinary advance 
in the last two months is partially ex- 
plained by the changed seasonal trends 
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prices and the fear of increased labor 
costs and difficulties. 

The volume of automobile produc- 
tion in December has already been 
noted. Equally striking is the high 
level of steel operations, the actual 
tonnage being about equal to the all- 
time high reached in 1929. Cotton led 
the textile industries, the rate of do 
mestic cotton consumption establishing 
an all-time high in December. 
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Even construction, which usually 
shows a pronounced seasonal reaction 
in the Winter, recorded permits in 
December equal to the monthly average 
for the year, and above any December 
since 1930. 

Another significant factor is the 
sharp increase in new orders for rail- 
road equipment. These new orders 
have been in such large volume recently 
that at the close of December, the un- 
filled orders on hand in the railroad 
equipment industries were the largest 
on record. In view of the fact that so 
much unemployment exists within the 
building and railroad industries, or 
those closely allied thereto, these devel- 
opments are unusually encouraging. 


Wholesale Commodity Prices 
U.S.B.L.S. index 
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Last May, the wholesale commodity 
price index was at the lowest point 
since 1934, the result of a downward 
drift which had continued for some 
months. Since May it has moved up 
to the highest levels reached during the 
recovery period. The Bureau of Labor 


Statistics index is so comprehensive 
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that it includes many commodities 
whose prices are relatively inflexible. 
It is therefore not subject to rapid 
fluctuations, and has seldom moved up- 
wards more rapidly than in recent 
months. 

Except for the fuel and lighting ma- 
terials group, all commodity groups 
have participated in the advance, with 
farm products taking the lead. Fin- 
ished products have shown less gain 
than raw materials. Substantial in- 
creases were recorded in December in 
wheat, flour, scrap steel, non-ferrous 
metals, wood-pulp, and rubber. 

Undoubtedly, the general movement 
in prices has greatly stimulated inven- 
tory speculation on the part of indus- 
trial concerns and distributors. In the 
face of advancing raw material prices, 
a forward purchasing policy is en- 
couraged which in turn further en- 
hances the demand in the market and 
raises prices still further. Likewise, 
the fear that prices of finished goods 
will advance tends to stimulate demand 
by wholesalers and retailers. 


U. S. Trade Barometer 
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WHILE THERE is scattered evidence 
that inventories are increasing some- 
what at points along the economic pro- 
cess, there is also evidence of advancing 
volume of purchasing. After rising to 
July, the trade barometer (discussed in 
detail on page 26) slowly declined to 
October. This trend may have been 
influenced generally by delayed pur- 
chases due to the approach of new 
automobile models and specifically by 
a new sales tax in Louisiana which ad- 
vanced many October purchases into 
September in that area. The 10 per 
cent increase in trade in November 
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was of course most unusual, and all 
reports indicate that December will 
record a further advance. 

Contrary to the opinion frequently 
given, little part of the November- 
December rise can be ascribed to the 
spending activities of the government. 
In fact, the emergency spending of the 
federal government declined from 
$315,000,000 in October to $260,000,000 
in November and _ $250,000,000 in 
December. It seems that the large con- 
servation payments expected to be dis- 
tributed to the farmers in the last 
quarter of the year did not materialize. 
Except for this factor, the request of 
the President for only $790,000,000 
to cover relief expenditures through 
June of this year indicates further re- 
duction in purchasing power from this 
source. 


Factory Pay Rolls 
Federal Reserve Board Adjusted Index 
1923-1925 = 100 

1933 
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February .. 
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THE various indicators of available 
purchasing power moved upwards 
strongly during 1936. The index of 
factory pay rolls, which was less than 
one-half its 1923-1925 average in both 
1932 and 1933, advanced so that the 
November figure, the latest available, 
was 18.4 per cent above the correspond- 
ing 1935 month. This advance was 
greater than that of the factory em- 
ployment index, indicating a decrease 
in the proportion of part-time work. 
Factory employment in November was 
at 97 per cent of the 1923-1925 average. 

In December, the old practice in 
some industries and companies of de- 
claring bonuses, was resumed. A num- 
ber of companies announced general 
wage increases. While many of these 
wage increases did not actually involve 
the distribution of cash in December, 
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the expectation undoubtedly served to 
encourage Christmas spending. 

As a result of the corporate surplus 
tax law, the declaration of dividends in 
November and December was extraor- 
dinary. November declarations far ex- 
ceeded those of any two months in re- 
cent years. Inasmuch as the dividends 
which were intended to reduce sur- 
pluses had to be paid within the year 
1936, the actual flow of dividend funds 
in December was a further factor in 
augmenting purchasing power. 


Industrial Stock Prices 


Dow-Jones Index 
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RIE Ho ccc wareccesis 62.7 102.7 103.1 145.9 
February ...ccccccccee 56.1 107.3 103.0 
Martel < cicccvcciccccesios 57.6 102.1 99.8 
April .... 65.0 104.3 106.0 
May... 81.6 95-3 , 3 
June .. i 96.7 5.2 
July ... 3 2.3 
REGME cccccice a z 165.9 
September ..ccccccecss 3 r p 167.8 
CHODEE cncciccccsccecs , 3. i 175.0 
November cc ccceses k . : 182.1 
PRROMNED oc ccevckknccis 99.2 101.6 141.8 180.1 

In contrast to the industrial field, 


the financial record for the month has 
little color. Industrial stock prices re- 
ceded from the high point in the cur- 
rent advance reached in November. 
Railroads continued the decline which 
appeared last month. The bond mar- 
ket moved rather aimlessly, with dis- 
cussion centering around the problem 
of whether or not, in their desire to 
check credit inflation, the authorities 
will take steps to tighten the money 
market. 

Those people who have been con- 
stantly advising a balanced budget and 
curtailment in emergency spending of 
the government were recently given 
some reason for confidence. In the 
President’s budget message to Congress 
on January 8, there were estimates for 
the 1937-1938 fiscal year. These es- 
timates presented a balanced budget 
with the condition that relief expen- 
ditures will not amount to more than 
$1,853,000,000. The appearance of a 
balanced budget, however, is given by 
the sharp expected increase in total 
receipts. The reduction in total ex- 
penditures was comparatively small. 

















27 REGIONS SHOW TRADE GAINS 


These Regional Trade Barometers were prepared by L. D. H. Weld, Director of Re- 


search of McCann-Erickson, Inc. 


The descriptions of business conditions in the vari- 


ous trade areas are based upon reports from the District offices of DUN & BrapstrEET, INc. 


HE popular feeling that business 
| ete resume its upward trend 

after the election is amply justi- 
fied by the November index figures 
and reports on the trend of trade in 
December and early January. Where- 
as 24 of the 29 regional indexes re- 
corded a downward trend in Septem- 
ber or October or in both months; 
only two regions failed to advance in 
November. The index for the coun- 
try went up to 97.3 compared with 
88.1 in October and with 86.4 a year 
ago. 

From most regions come encour- 
aging reports that the January sea- 
sonal slump in retail trade has not 
been as severe as expected. 

The October-November rise in the 
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index exceeded 10 points in the follow- 
ing six regions: Philadelphia, Cleve- 
land, Cincinnati and Columbus, De- 
troit, Atlanta and Birmingham, San 
Francisco. The indexes for fifteen 
other regions gained between 5 and 10 
points. The two regions where the 
indexes indicated a decline were: St. 
Louis (2.8 points) and Memphis (7.4 
points). 


The Four Factors 


After much experiment with various 
combinations of factors, checking  re- 
sults against census and other avail- 
able figures, four factors were selected 
as most representative of the trend of 
retail purchasing power: (1) bank 
debits, (2) department store sales, 
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(3) new car sales, and (4) life in- 
surance sales. 

Wholesale trade and advertising 
lineage have been added to these fac- 
tors in the case of New York City; 
wholesale trade is also used in the two 
up-state New York, the Northern 
New Jersey, and the Minneapolis-St. 
Paul regions. 

The paragraph of discussion op- 
posite each index consists of three 
parts: (1) trade reports for November 
to be studied in connection with the 
latest index number, (2) reports from 
Dun & Brapstreet district offices on 
December business from which readers 
may judge the trend, (3) flash reports 
from the offices giving the trend of 
business in the first half of January. 
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REGIONAL TRADE BAROMETERS 


REGION 
U.S. 
NEW ENGLAND 
NEW YORK CITY 
ALBANY AND SYRACUSE 
BUFFALO AND ROCHESTER 
NORTHERN NEW JERSEY 
PHILADELPHIA 
PITTSBURGH 
CLEVELAND 
CINCINNATI AND COLUMBUS 
INDIANAPOLIS AND LOUISVILLE 
CHICAGO 
DETROIT 
MILWAUKEE 
MINNEAPOLIS AND ST. PAUL 
IOWA AND NEBRASKA 
ST LOUIS 
KANSAS CITY 
MARYLAND AND VIRGINIA 
NORTH AND SOUTH CAROLINA 
ATLANTA AND BIRMINGHAM 
FLORIDA 
MEMPHIS 
NEW ORLEANS 
TEXAS 
DENVER 
SALT LAKE CITY 
PORTLAND AND SEATTLE 
SAN FRANCISCO 
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1928-32=100 Corrected for Seasonal Variation 
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1. New EncLanp—Nov.—The sharp upturn in November re- 
tail trade, following a nationwide trend, was most noticeable in 
Massachusetts and Connecticut. Maine and Vermont reported 
very little improvement; New Hampshire and Rhode Island, 
average. Dec.—Reported retail trade increases over the previous 
December: Portland 12%, Bangor 5%, Manchester, N. H., 
15%, Boston 8%, New Bedford 15%, Springfield 12%, Wor- 
cester 15%, Hartford 20%, New Haven 10%, Providence 
11.5%; (States) Maine 2%, Vermont 3%, New Hampshire 
7%, Massachusetts 10%, Rhode Island 7%, Connecticut 8%. 
General improvement in collections. Textiles, brass, and other 
industries reported sales figures holding up well. Jan.—Textile, 
shoe, and metal industries continue busy operating at about 
35% above last January. Sharp increase of wool imports at 
Boston. Collections reported satisfactory on Christmas accounts. 


2. New York City—Nov.—The upturn paralleled the U. S. 
trend, but left New York City somewhat more distant from com- 
plete recovery to the 1929 level than many other regions. De- 
partment store sales changes from the previous November: New 
York City +8%, Bridgeport +4%, Westchester and Stamford 
—3%. Wholesale business about 8% above last year. Dec.— 
Christmas trade estimated about equal 1931 level, with metro- 
politan department store sales 12% above the previous year. 
Bridgeport retail sales up 5%. Some wholesale lines and ship- 
ping pay rolls were affected by shipping strike. Jan.—Retail trade 
10% ahead of last January. Heavy demand for textiles, with 
prices firmer. Wholesale apparel market active. Metal and 
other commodity trading generally a seller’s market. Warm 
weather permitted continued construction. 


3. ALBANY AND SyracusE—Nov.—The gain for this index over 
the previous November was only about three-fourths of the U. S. 
average. Department store sales changes from previous Novem- 
ber: Northern counties —4.5%, Southern counties +1.9%, 
Hudson River Valley towns +8.7%. Derc.—Reported retail 
trade increases over previous December: Syracuse 15%, Utica 
14%, Gloversville 5%, Binghamton 15%, Albany 20%. More 
demand for luxury goods and women’s wear. Utica textile mills 
operating near capacity. Similar reports from other industrial 
communities having the best year since 1930. Collections better. 
Jan.—Syracuse trade above expectations, industries short of skill- 
ed workers, but fears of labor trouble and of instability of em- 
ployment have prevented the start of any building boom. Bing- 
hamton shoe plants busy. 


4. Burraco and RocuesteR—Nov.—An index figure 10% 
above the previous November represented slightly less than the 
U. S. average performance. Department store increases over the 
previous November: Buffalo 4.4%, Rochester 76%. Increased 
furniture and textile orders around Jamestown. Drc.—Reported 
retail trade increases over previous December: Buffalo 10%, 
Rochester 15%, Elmira 15%. Wholesale trade seasonally quiet, 
but up ro per cent from previous December. Retail clothing 
trade disrupted by price war in Elmira. Rochester production 
and pay rolls were ahead of previous years. Buffalo industries 
busy. Farm prices stronger. Jan.—Seasonal decline in retail 
trade apparently Jess than usual. Industries and merchants start- 
ing the new year with optimistic viewpoint based on the en- 
couraging totals found by examining 1936 business. 


5. NortHern New Jersey—Nov.—Improvement over the previ- 
ous November index was about half the U. S. average percent- 
age. Retail trade about 9% above the previous November. 
Increased industrial construction reported during the month had 
not yet been reflected extensively in pay rolls. Relief employ- 
ment decreased somewhat. Dec.—Newark department stores 
reported best holiday sales since 1929. Construction, particu- 
larly of new industrial capacity, continued active because of mild 
weather and pay rolls were reflected in consumer buying. Fac- 
tory pay rolls continued steady. Jan.—Retail trade has en- 
countered less than the usual seasonal decline, with January 
white sales attracting a very good clientele. New car sales run- 
ning ahead of last year. Construction work, encouraged by 
mild weather, has continued to expand. 
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6. PHILADELPHIA—Nov.—This month's upturn paralleled the 
U. S. trend, the 15% gain of the index during the year some- 
what exceeded the U. S. average. Retail trade for the first eleven 
months in the district 119% ahead of last year; November 
+18%. Life insurance sales —2%, automobile sales +8%. 
Gain of 20% in industrial production. Derc.—Retail trade in 
comparison with the previous December: Philadelphia +15%, 
Trenton +18%, Harrisburg, York, Lancaster, Allentown, and 
Wilmington, Del., +15% to 20%. Coal towns +15%. Phila- 
delphia department store strike settled and other small strikes 
not affecting business noticeably. Shipping strike ineffective. 
Wilmington construction active. Coal production not greatly 
curtailed by warm weather. JaNn.—First week’s department store 
sales reported 12% better than same weck year ago. Collection 
of Christmas accounts very satisfactory. 


7. PirrssuRGH—Nov.—Net gain of 18.5% over previous No- 
vember was the largest recorded in the northeastern U. S. 
Heavy steel production and large dividend disbursements con- 
tributed to a retail sales volume 30% above the previous Novem- 
ber in Pittsburgh. Dec.—Retail trade increases over previous 
December: Erie 15%, Johnstown 20%, Pittsburgh 25%, 
Clarksburg, Parkersburg, Huntington (W. Va.) 20%, Charles- 
ton 25%. Clarksburg steel and glass plants closed by strikes. 
Some upward trend in other West Virginia pay rolls, except glass 
plants closed by strikes. Collections more prompt. Grape prices 
and farm income higher in Erie district. Pittsburgh steel oper- 
ations continuing at high level. Jan.—Seasonal reaction in retail 
trade more than usual, but running ahead of last year. Steel 
production cut by auto strike. 


8, CLEVELAND--Nov.-Sharp upturn of index maintained the 
five months’ lead over U. S. average. Net gain 16% above the 
previous November. Department store increases over the previ- 
ous November: Akron 13%, Cleveland 16%, Toledo 4%, 
Youngstown 19%. Wholesale trade increases: groceries 8%, 
dry goods 19%, drugs 14%, hardware 23%. Dec.—Reported 
retail trade increases over the previous December: Cleveland 
20%, Akron 20%, Canton 35%, Youngstown 30%, Toledo 
15%. Reported wholesale trade increases: Cleveland 20%, 
Akron 6%, Canton 35%, Youngstown 20%, Toledo 20%. 
Large tire orders at Akron. Strike of 4,000 men in Toledo glass 
factories. JAN.—Cleveland steel production not yet greatly cur- 
tailed by auto strike. Toledo glass strike reported moving 
toward settlement. Christmas collections better than last year. 


g. CINCINNATI AND CoLumBus—Nov.-Sharp upturn of index 
maintained region’s position above the U. S. average. Net gain 
159% over the 1935 November level. Better tobacco returns in 
Kentucky, wage increases and employee bonuses in industrial 
areas produced retail trade increases. Dec.—Reported retail trade 
increases over the previous December: Columbus 15%, Zanes- 
ville 15%, Dayton 10%, Springfield 25%, Cincinnati 15%, 
Portsmouth 10%, Lexington (Ky.) 5%. Wholesale trade in- 
creases general. Zanesville potteries reported best year since 
1929. Industrial pay rolls reported increasing. Jan.—Mild 
weather retarded warm clothing sales, but other retailing above 
last year. Automotive strikes not felt yet. Cincinnati clothing 
manufacturers’ Spring orders equal last year, but prices higher. 
Collections faster. 


10. INDIANAPOLIS AND LovisvitLE—Nov.-Index 12.6% ahead 
ot last November, which matched the U. S. trend but left U. S. 
index several points above the region. Louisville retail trade in- 
creased 8% over the previous November. Dec.—Reported retail 
trade increases over previous December: Fort Wayne 15%, 
Indianapolis 20%, Terre Haute 10%, Evansville 20%, Louis- 
ville 15%. Wholesale trade up 10%. Fort Wayne hosiery 
mills were running at capacity, salesmen called off the road. 
Iron and steel products plants at Louisville running 35% ahead 
of previous year. Tobacco at highest prices in history. Collec- 
tions good. Jan.—Indianapolis retail trade 8% above same 
weeks last year, wholesale dry goods —7 %, wholesale hardware 
—5%. Fort Wayne affected by auto labor dispute. 
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6. PHILADELPHIA 






















0 100 
4 
——~ Y 
— 
80 80 
60 \ | 6 
\ | 
| 
40 —+— aed —+— —+ + ee — - 40 
1928 1929 1930 1931 1932 1933 1934 1935 1936 
140 —__,—— = a — 
7. PITTSBURGH | 
100 
80 
40 — —+— - - + -—- —~— - ++. 40 
1928 1929 1930 193) 1932 1933 1934 1935 1936 
140 ——— r 40 
8. CLEVELAND 
120 12¢ 
100 + 100 
80 80 
60} —+— 60 
40 a-2 a : - * - 4 2+ 2 - 4 
1928 1929 1930 193) 1932 1933 1934 1935 1936 
4 — 140 
9. CINCINNATI AND COLUMBUS 
120 
00 A —_—_${—— 100 
/ 
\ partner! 
a 4 
80 4 > 80 
60 } | 6 
| 
| 
| a ao os J } 1 a = = So 1 Ps 
1928 1929 1930 193) 1932 1933 1934 1935 1936 
140 


10. INDIANAPOLIS AND LOUISVILLE 
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vag RES ional ome U.S 1928-32=100 Corrected for Seasonal Variation 11. CHicaco—Nov.—Throughout 1936 the Chicago index has 
. i a iat | ‘ol & T T l run a course closely parallel to the U. S. average and the same 
4 NN. CHICAGO general position maintained by this month’s upturn. Net gain 
j 13.6% over previous November. Retail trade up 20% to 30% 
over the previous November. Meat packing 38% ahead of 
previous November. Dec.—Reported retail trade increases over 
ees previous December: Chicago 15%, South Bend 25%, Peoria 
25%, Quincy 20%, Rockford 80%. Wholesale trade increases 
10% to 20%. Trade gains reflected increased pay rolls in auto- 
80 motive equipment lines around Chicago, furniture at Rockford, 
distilleries at Peoria. Collections improving at most points. 
Jan.—Chicago retail trade curtailed by rain and influenza epi- 
demic. Industry suffering from effects of automobile strike. 
Orders booked at Winter furniture market far ahead of recent 
years. Wholesalers loaded with Spring orders. 
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12. Dretrorr—Nov.—After ten months closely parallel to the 
12. DETROIT U.S. average, this index reaches a point 15% above the previous 
November. Retail trade 20% above last year’s high level, re- 
flecting increased employment and employee bonuses. Fewer 
families on relict. Wholesale trade up 20%. Dec.—Strikes in 
106 suppliers’ plants curtailed automobile production. Reported re- 

tail gains over previous December: Detroit 15%, Grand Rapids 

2090, Saginaw 20%. Wholesale trade continued the November 
e trend. Employee bonuses stimulated trade in Grand Rapids. 
Jan.—Detroit retail trade in first ten days reported at last Janu- 
ary’s level, wholesale trade up 15%. Automobile labor trouble 







and warm weather were the retarding factors. Grand Rapids 
Winter furniture market successful, construction active, auto 

2 ae | | i a 40 strike effect minor. 

1928 1929 1930 1931 1932 1933 1934 1935 1936 
a T T T =z ae 13. MitwauKEE—Nov.—A figure 15.4% above the previous 
13. MILWAUKEE November continues this regional index above the national aver- 
= ne age. Higher prices received for dairy products were offset by 
if drought prices on feedstuffs. Industrial pay rolls in Milwaukee 
YS continued satisfactory. Dec.—Reported retail trade increases over 
100 | _—__ + 100 previous December: Milwaukee 18%, Green Bay 15%, Madison 
pis 20%. Wholesale trade up 15%, but seasonally quiet. Trade 
| Ooi ree stimulated by wage increases, employee bonuses, extra dividends, 
80 j———+ 80 and increased purchasing power of farmers. Industrial pay rolls 
| | continued good. Collections improving. Jan.—First fortnight’s 
t retail trade in Milwaukee well ahead of last year. Apparel 
; wit as (aimee ” wholesalers’ reports are good, with large Spring orders. Auto- 
| mobile labor troubles not important as yet in this area. Col- 
7 | = | i { | De ie eon ‘ lections good. 
1928 1929 1930 1931 1932 1933 1934 1935 1936 

ed ue 14. MINNEAPOLIS AND St. Paut—Nov.—The upward trend con- 


14. MINNEAPOLIS AND ST. PAUL tinues, with index slightly above the U. S. average. Retail trade 
changes over the previous November: Minneapolis, St. Paul, 
Duluth, Superior +4%, northeastern Minnesota +23%, re- 
mainder of Minnesota +6%, North Dakota +5%, South Da- 





100 100 kota —10%, Michigan peninsula +7%, northern Wisconsin 
CTS ea +10%. Dec.—Reported retail trade increases over previous 

- “= December: Minneapolis 20%, St. Paul 26%, Duluth 18%, La 

80 Crosse 27%, Fargo 11%, Sioux Falls 8%, Billings 15%. 


Wholesale trade, Minneapolis and Duluth, reported up 15%. 
Flour milling restricted somewhat, other industries gaining. 
| ie Shortage of feed restricted profits in dairy districts. Duluth 1936 
‘ shipping tonnage largest since 1929. Jan.—Influenza and ice 
storms retarded shopping somewhat. Collections fair to good. 
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si 1 —-z ; : 15. Iowa anpD Nepraska—Nov.-Retail and wholesale trade in 
eastern Iowa reported well above the previous November. In- 
dustrial pay rolls increasing. Western Iowa and Nebraska 
severely affected by drought. Derc.—Reported retail trade in- 
creases over previous December: Des Moines 20%, Cedar Rapids 
15%, Davenport 10%, Dubuque 15%, Waterloo 25%, Sioux 
City 5%, Lincoln 15%, Omaha 8%. Reported wholesale trade 
increases: Des Moines 20%, Cedar Rapids, Davenport, Waterloo 
8 10%, Sioux City, Omaha 5 Rain and snow during Decem- 
ber improved Winter wheat prospects. Manufacturing pay rolls 
increasing. Nebraska wheat crop, 60% of normal, corn 20%. 
6 Industrial pay rolls increasing. Jan.—Heavy snows in first ten 
days temporarily retarded Nebraska transportation and _ retail 
trade, but were welcomed by Winter wheat farmers. 


15. 1OWA AND NEBRASKA 
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16. St. Lovis—Nov.—This region and the Memphis region were 
the only two in which the November index dropped below 
October. Net gain only 5% above the previous November. This 
conflicts with generally optimistic reports from the region. 
Dec.—Reported retail trade increases over the previous Decem- 
ber: St. Louis 189%, Springfield (Ill.) 20%. Wholesale trade 
up 15% over previous year. Moderate increases in pay rolls and 
employee bonuses stimulated retail trade somewhat, especially in 
house furnishings and electrical goods. Home construction ac- 
tive in Quincy and Springfield, Ill. Crops and general business 
in Springfield, Mo., district adversely affected by drought, but 
retail trade best in five years. Jan.—St. Louis retail sales main- 
tained a lead of 10% over last January. Industrial pay rolls 
generally above last January, especially in metal products, brew- 
ing, and shoes. 


17. Kansas Crry—Nov.—Moderate rise in index left it ahead of 
previous November. Department store comparisons with previ- 
ous November (despite one less shopping Saturday ): Kansas City 
+7%, Oklahoma City +3%, Tulsa —4%, Wichita +9%. 
Wholesale trade +4%. Derc.—Reported retail trade changes 
from previous December: Kansas City +15 9%, St. Joseph almost 
equal to 1929, Topeka +10%, Wichita +15 %, Oklahoma City 
—20%, Tulsa +20%. Wholesale trade changes: Wichita 
+15%, Oklahoma City +15%, Tulsa +10%, Kansas City 
+15%. Winter wheat threatened by drought. Kansas oil pro- 
duction increasing; oil well supplies in demand. Tulsa glass and 
oil pay rolls decreased slightly. Jan.—Kansas City’s first ten days 
running 10% above last year’s retail volume, wholesale trade 
brisk. Seasonal slump at St. Joseph. Collections only fair. 


18. MARYLAND AND VirGinta—Nov.—With business conditions 
well above the U. S. average the upward trend was continued. 
Index 10.3% above the previous November. Dec.—Reported 
retail trade increases over previous December: Baltimore 20%, 
Washington 11%, Bristol (Va.) 15%, Lynchburg 10%, Rich- 
mond 10%, Norfolk 20%, Roanoke local department stores 
15%, chain stores 30%. Reported wholesale trade increases: 
Baltimore 206%, Norfolk 15%, Richmond 8%, Roanoke 15%. 
Pay rolls increasing in Baltimore, Norfolk, Richmond, and Roan- 
oke. Construction active in Washington. Better tobacco prices 
reflected in farm purchasing power. Virginia furniture industry 
operating near capacity. Jan.—Retail trade in Baltimore, Rich- 
mond, and Lynchburg equaled last year’s levels. Baltimore 
wholesale volume ahead of last year. 


19. NortH anp SoutTH CaroLina—Nov.—After a Summer boom 
which placed the index for this area well above the U. S. average, 
four months of downward trend were reversed. Reported de- 
partment store increases over the previous November: Winston- 
Salem 4%, other North Carolina stores 5%, South Carolina 
15%. Drc.—Reported retail trade increases over previous De- 
cember: Asheville, Charlotte, Winston-Salem (N. C.) 15%, 
Wilmington 25%, Raleigh 15%, Charleston (S. C.) 15%, 
Columbia 20%, Greenville 15%. Wholesale trade generally 
reported up 15%. Industrial wage increases general in North 
Carolina. Better cotton prices reflected in South Carolina farm 
purchasing power. Jan.—Charleston retail trade 20% above last 
January, wholesale trade 15% or more. Seasonal activity start- 
ing fertilizer plants throughout the region. 


20. ATLANTA AND BirMINGHAM—Nov.-A sharp upturn in the 
index maintained the lead over U. S. average. Gain of 15% 
over last November. Cotton crop and prices satisfactory. In- 
dustrial plant construction active. Derc.—Reported retail trade 
increases over previous December: Atlanta 12%, Augusta 25%, 
Columbus 20%, Macon 20%, Savannah 15%, Birmingham 
25%, Montgomery 10%, Knoxville 129%, Nashville 10%. 
Wholesale trade reported increases: Atlanta 209%, Birmingham 
25%, Montgomery 15%, Knoxville and Nashville 15%. More 
employment, employee bonuses, and wage increases reported. 
Tennessee tobacco selling at very favorable prices. Jan.—Atlanta 
and Birmingham retail trade 10% or more above last year’s 
level. Record peace-time steel production in Birmingham, build- 
ing boom predicted. Collections exceptionally good. 
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A 18. MARYLAND AND VIRGINIA 
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19. NORTH AND SOUTH CAROLINA 
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20. ATLANTA AND BIRMINGHAM | 
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140 aameytons!) cases Ss. (1928-32=100 ; Corrected for Seasonal Variation eh @ FLoripa—Nov.—The index was 20.9% above last Novem- 
f ] T | ] ] ber, largest increase recorded by any of the twenty-nine regions. 
t | 21. FLORIDA | Jacksonville lumber wholesaling unusually active; returns from 
citrus fruits and vegetable shipments satisfactory. Tampa cigar 
industry reported best season in years; citrus prices not satisfac- 
tory to West Coast growers. Miami building boom continued. 
Dec.—Reported retail trade increases over previous December: 
Jacksonville 15%, Tampa 10%, Miami 15%. Wholesale trade 
up 8%. Jacksonville lumbering boom continued because of 
Pacific Coast strike, turpentine and naval stores industry reviving. 
Slight seasonal decline in Miami construction, estimated 25% 
more Winter tourists with more money to spend. Collections 
i) steady. Jan.—Retail trade recovered from post-holiday slump by 
: January 8. Wholesale trade generally ahead of last year. Heavy 
tourist traffic. 
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22. Mempuis—Nov.—Although the index dropped 7.4 points 
below October, the regional trend remained better than the U. S. 
average, 20% above last November's level. Reported retail trade 
increases over the previous November: Little Rock 15% (mainly 
large stores), Fort Smith “‘best since 1929," Memphis 25%. 
100 Dec.—Reported retail trade increases over previous December: 
Memphis 25%, Little Rock 15%. Memphis wholesale trade 
increases: dry goods 32%, groceries 10%, hardware 60%. 
80 Furniture manufacturing near capacity. Satisfactory cotton 
prices. Tennessee textile plants running full time, wage in- 
creases general, new factories opening. Jan.—Retail trade satis- 
3 factory in Memphis, retarded by floods in many Arkansas and 
Mississippi rural districts. Wholesale volume reported 8% 

larger than same weck last year. 


22. MEMPHIS 
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140; r ; : 140 23. New Or_eans—Nov.—The rise of the index to 98.7 doubt- 
— less indicates a return to normal after the September-October re- 
action to a new sales tax. November less markedly above the 
” U. S. average level than for recent months. New Orleans de- 
partment store sales no better than previous November. South- 
; = ern Mississippi reported largest return in several years from 
i cotton crop. Drc.—New Orleans retail and wholesale trade were 
reported 20% above previous December, reflecting satisfactory 
50 80 crops and prices, plus increased drilling, production, and refining 
in petroleum field. Shipping strike unimportant at New Orleans. 
Jan.—Retail trade at New Orleans reported to be 20% or more 
60} 60 above last year’s levels, large gain in wholesale dry goods. 
Southern pine lumber production running 8% ahead of last vear. 
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7” r : _ 24. Texas—Nov.—Slight rise in index continued trend which 
has kept Texas above the U. S. average for three years. Gain of 
” 18% over previous November. Department store increases over 
ie the previous November: Dallas 15.8%, Fort Worth 11%, 
Houston 11.4%, San Antonio 5.6%. Wholesale trade increases 
ae generally reported. Dec.—Reported retail trade increases over 
‘ previous December: Dallas and Fort Worth 25%, Austin and 
i Waco 10%, San Antonio 15%, Shreveport 15%, Houston 
80 25%, Galveston 20%, Wichita Falls 10%, El Paso, 15%. 


Wholesaling increases: Dallas 20%, Fort Worth 12%, San An- 
tonio 22%, Houston 15%, Galveston no change, El Paso 10%. 

= 60 Construction active in Dallas. Industrial pay rolls increasing at 
most points. JaNn.—Dallas retail volume 30% above last year’s 
level, wholesaling up 15%. Construction active. 
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i - 140 25. Denver—Nov.—Upturn of index retains trend which has 
< ame kept this region's figures above U. S. average for three years. 
Gain of 16% over the previous November. Denver department 
a = stores, drawing trade from practically all of region, reported 
sales 7% above previous November, in spite of one less shopping 
am | cs Saturday. New Mexico retail sales, July through November, 
sh OR = ere 149% ahead of last year. Derc.—Reported retail trade increases 
N IN, Porn! over previous December: Denver 20%, Albuquerque 25%, 
Aine p=7 ; es other New Mexico towns slightly less because of limited crops. 
eal Increased travel benefited transportation pay rolls and encour- 
aged trade. Colorado truck farming area prospering on much 
60! — 60 higher vegetable prices. Jan.—Retail trade above last year’s level. 
: Wholesalers, restocking after good holiday season, anticipate 
; heavy Spring trade. 
a - =— — = =— os a oe oe eee dows oo 40 
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26. Sact Lake City—Nov.—Although the index turned up 
slightly after two months of downward trend, the sharper up- 
turn in the U. S. index places this region below average condi- 
tions in November. Department store trade was well ahead of 
November, 1935, and building permits doubled those of the 
previous November. Range conditions generally good, with 
cattle and sheep in excellent condition. Coal mining strike had 
not affected retail trade. Dec.—Salt Lake City retail trade esti- 
mated 12% above the previous December, wholesale trade 8%. 
Coal mining strike was settled with resultant improvement in 
production. Rainfall reported more satisfactory than the previ- 
ous December; range conditions good. Jan.—Cold weather push- 
ed retail sales slightly below last year’s level. Livestock trading 
active, prices firmer. 


27. PoRTLAND AND SEATTLE—Nov.—In spite of shipping strike, 
the index turned up, but not sufficiently to keep it above the 
U. S. average. Net gain 15% over the previous November. 
Many lumber mills closed or operating part-time. Dec.—Re- 
ported retail trade increases over the previous December: Seattle 
8%, Tacoma 15%, Spokane 6%, Portland 19%. Wholesaling 
gains: Seattle 12%, Tacoma 12%, Spokane 5%, Portland 19%. 
Total industrial production and pay rolls above December, 1935, 
despite strike, but 12,000 in lumber industry estimated out of 
work. Tacoma building permit value three times December, 
1935. Winter wheat prospects around Spokane favorable, other 
districts drought damaged. Jan.—Retail trade running 10% 
above last January though maritime strike continues, Unusually 
cold weather retarded logging. 


28. San Francisco—Nov.—In spite of maritime and warehouse 
strikes, retail sales and automotive sales brought the index to 
97.9%, a level approximately equal to the previous November. 
Cotton crops and prices good in Fresno. Agricultural imple- 
ments and electrical appliances selling briskly. Dec.—Retail 
trade reports: San Francisco same as previous December, Oak- 
land +12%, Fresno +25%, Sacramento +13%. San Fran- 
cisco wholesale trade estimated off 20% from previous Decem- 
ber because of strike. Oakland wholesale trade slightly im- 
proved. Fresno conditions prosperous, raisin crop and prices 
good. Jan.—Warchouse strike settled, but shipping strike con- 
tinues; some favorable effect on retail trade. Industry curtail- 
ment is least in steel and electrical goods. Women’s apparel 
makers are proceeding cautiously. 


29. Los ANcELES—Nov.—The 12.3% rise in the index over the 
previous November matched the U. S. average. Department 
store sales 10% to 12% ahead of last November. Dec.—Los 
Angeles department stores reported sales 15% above the previ- 
ous December. Wholesale trade +10%. Construction con- 
tinued active in San Diego. Phoenix, Ariz., business reported 
439% ahead of previous December. Wholesale trade better than 
last December. Jan.—Los Angeles retail trade above last year’s 
level, despite unfavorable weather. Wholesale trade temporarily 
dull awaiting Market Week, but furniture, hardware, and elec- 
trical supplies continued active. Industry still hampered by ship- 
ping strike, but factories possessing materials are busy. Con- 
struction fairly active. Crops damaged only slightly by frost and 
rain. Collections good. 
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26. SALT LAKE CITY 
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ANALYZING THE 1936 RECORD OF 
COMMERCIAL FAILURES 


ECEMBER completed the year 
D with 692 commercial failures, 

bringing the 1936 total to 9,185 
cases with estimated total liabilities of 
$147,000,000. In 1935 there were 11,510 
failures with $183,000,000 of liabilities. 
This total for 1936 continues a five-year 
steady decline since the peak of failures 
in January, 1932. 

With failures at their present un- 
usually low level, it may well be that 
we have passed through not only the 
period of exceedingly high failures fol- 
lowing the disorganization of business 
after 1929, but also the period of watch- 
ful waiting which has resulted in three 
years of failures at a level below that 
prevailing in so-called normal years. 
Over a long range of time the yearly 
rate of failures has shown surprisingly 
little variation. The accompanying 
diagram of the course of Dun’s in- 
solvency index since 1895, which makes 
allowance for changes in the number 
of business enterprises, shows that ex- 
cept for periods of unusual upheaval 
such as that following the war and that 
ot the present time, the annual rate has 
varied upward or downward from 100 


COMMERCIAL FaILureEs, 1895-1936 


Liabilities in thousands of dollars) 

Year No Liabilities Year No. Liabilities 
1895.. 13,197 173,196 1916.... 16,993 196,212 
1896.... 15,088 226,101 1QI 7.66. 13,855 152,441 
BOG7. <0. 23.051 154,333 1915.... 9,982 163,020 
1595.... 12,18¢ 130,063 1g1G.e0-6 6,451 113,291 
1899..-. 9,337 j0,551 1920... 8,881 295,121 
1900... 10,774 138,496 1921...- 19,652 627,401 
1901 11,002 113,091 1922.... 23,676 623,895 
1g02 11,615 RS7,477 1923 - 15,795 539,387 
1903... 12,009 155,444 1924, ... 20,0385 543,220 
1904 12,199 144,202 1425 1,214 443,744 
1905 11,520 102 ,07¢ 192 21,773 409,233 
19060 10,052 119,202 i 23,140 522,105 
$007. :<:65 41,525 197,356 1925 23,542 459,559 
1908.... 15,690 222,310 1929.... 22,909 483,252 
1909 12,924 154,34 1930..+. 20,355 668,282 
1910.... 12,052 201,757 5931). «+. 20,205 730,310 
GIT... DS,44t 191,062 1932.... 31,822 j28,313 
I9t2s.<« 35,452 203,118 1933*... 19,559 457,520 
1913.... 16,037 272,673 1934... +5 22,72 230,198 
IQ14.... 13,250 357,909 $035... 1,510 153,013 
1915... .« 22,150 302,256 1936.... 9,185 147,253 

* Series revised from 1933 on. Original 1933 figures 
20,307 and $502,830. 


failures in every 10,000 firms, or one per 
cent, with a relatively small spread. No 
long term trend upward or downward 
is clearly apparent. If it were not for 
the record of the last four years, one 
would have the impression that the rate 
of failure has been increasing in the 
long run. From 1899 to 1914, the rate 
was above the 100 line only in 1908. 
The war years saw wide fluctuation, 
but during the next period of any sta- 
bility, that from 1921 to 1933, the rate 


DUN’S INSOLVENCY INDEX—HIGH, LOW, AND AVERAGE 


fell below 100 only in 1923. And 1932 
recorded the highest average rate in the 
entire period. However, the last four 
years have changed the character of the 
chart most decidedly. In sharp con- 
trast with this upward trend is the 1936 
picture, with its average rate close to 
the lowest level ever reached. The 
statistical evidence certainly seems to 
indicate that the present low level is 
decidedly abnormal. 

The chart presents for each year a 
vertical bar, showing the spread be- 
tween the high and low month. The 
connecting line, joining the averages 
for each year, gives the basic trend. 
The monthly figures since 1932 are pre- 
sented separately. 

The past three years have been 
those in which the amendment to the 
Bankruptcy Act popularly known as 
Section 77-B has been in operation, 
creating a special category for corpora- 
tions in financial difficulties with suf- 
ficient assets above liabilities to warrant 
reorganization. The last part of this 
discussion is devoted to the 77-B cases, 


which should be considered in any 
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approach to the subject of business 
failures. 

The slight increase of the current 
December figure over November was 
due to a longer month, as the insolvency 
index shows. The index is the most 
significant single figure in the failure 
record. It adjusts the original data 
which are in terms of the number of 
reported failures, so that the underly- 
ing movement and trend of insolvency 
is depicted more accurately. It pictures 
the annual rate at which business con- 
cerns would fail if the number of actual 


failures in any one month and the esti- 
mated total number of business en- 
terprises in existence at that time pre- 
vailed throughout the year. The 
number of firms in business is deter- 
mined from the names listed in the 
Dun & Brapstreet Reference Book. 
The adjustment of the December 
figure resulted in a decrease in the index 
from 44.3 failures in every 10,000 firms 
in November to 42.5 in December. 
Such a decline at the end of the year 
has been the usual movement in these 
recent years when the entire course of 
failures has been downward, but be- 


The level of liabilities has approached 
that of the period of low failures during 
the war and is below $150,000,000 a 
year for the first time since 1g1g. Of 
course, the year-to-year amount of 
liabilities involved in bankruptcy is 
affected directly by the trend of large 
failures. The financial losses occasioned 
by these failures provide a much more 
sensitive indicator of business condi- 
tions than failure figures in general. 
The following table presents failures 
with reported liabilities of $100,000 or 
over and their proportion of all failures 
for the last three years: 














NUMBER OF FaiLures BY MonTHs tween 1920 and 1933 the December Per Per 
193 1935 = — index stood above that of November in Number Cent Liabilities Cent 
APUAALY. <0 9:55 0i0, 5:0 077 1,140 1,317 2,889 on i he 
cers sh 956 yo 21307 every year. 1934 409 4.0 ois hk 42.5 
March .... 440 940 06g giz : ‘ s 1935 280 2.4 3,980,000 35.( 
Fy) ae . 830 1,083 1,020 1,902 "Tha cans ”1 : ts 
Muy Baeeeomard 532 1,004 942 1/846 The switt drop in failures during 1936 175 1.9 54,663,000 37.1 
ime. es 73 < g2 596 a . as 
alana A pi: yes 1932 and 1933 and the level course since 
AVP Shaheen a 834 Bro 1427 ; ee As might be expected, the greatest 
ey oH © End dT Te =8e 771 1075 then has tended to disguise any de- i 
October... Gtk 1050039, number of these occurred among manu- 
Noveniier 10... 688 898 832 1195 cided seasonal movement and there ‘ j 
iseeeniber eee Goa 910 933-1108 facturing concerns and construction 
has been less spread than usual between 70h 
Potalts < Sie seciacs 185 11,510 ¥1,724 19,859 . 4 - companies. 
the high and low points in the last 
: ; a : Dun’s INsoLveNcy INDEX 
LIABILITIES years. In times when failures run their ae 
( dollaes) Apparent Annual Number of Failures for Each 10,0 
fsands Oj dollars . ° > 5 . ~ 
—er regular course there is a definite yearly weit A ST 
1936 1935 1934 1933 : P ; = 1936 1935 1934 1933 
January .......... 18,104 14,603 29,035 77,06, ~— trend which starts with a high January January ........... 62.8 66.7 Tro 1725 
February - 14,089 15,217 16,772 63,604 . 7 PetHUGEY ciccicsccies 50.4 66.0 67.3 155-4 
March scssc..s+1 10271 154361 24,002 44,800 and reaches a low point in August or March «..-++++-+- 53.0 55.0 a 109.1 
APTLL cece eee ee eee 14.157 10,529 22,071 49,522 4 A BUM ka .od evenness 50.3 93.5 2.4 117.3 
-~ ga 15375 14339 20,787 43.469 September after a slight upward turn hea 46.3 588 S54 107-8 
UNE ceccecees os 9,177 12,9I¢ 20,591 31,097 ER ry eee 44-5 57-5 59.4 9Q4-4 
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A majority of the large failures are 
old, well-established concerns, some of 
them under a single family control 
until recent years when new interests 
bought in. One exception is the 
breweries which sprang up with the 
repeal of prohibition. Many of them, 
after heavy expenditures for property 
and equipment, never reached the state 
of profitable operation. 

Only a little over half of these cases 
were incorporated. Forty per cent 
were under individual proprietorship 
and 7 per cent were partnerships. 
There were a number who had sought 
reorganization under 77-B, but were 
either unable to work out a settlement 
or had failed to carry out the approved 
plan. 

Considering the breakdown of all 


failures into industrial groups, as shown 
in the accompanying table, a striking 
feature of the two-year comparison is 
the uniformity of participation by the 
major groups. Not only during 1936 
and 1935, but also in 1934, 18 per cent 
of all failures were in manufacturing 
and 62 per cent in retail trade. Since 
1934 there has been a slight increase in 
the proportion of wholesale trade fail- 
ures to the whole and a decrease in 
failures in construction firms and com- 
mercial services. Lines of business in 
which there has been great improve- 
ment during the last year are apparent 
in the table, as well as those in which 
there are still unsettled conditions with 
large losses. 

Generally speaking, however, in 
manufacturing and retail lines, which 
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together constitute over three quarters 
of the total, failures have fallen about 
equally, both in numbers and losses. 
Wholesale trade has seen less improve- 
ment than any other group. In fact, in 
some wholesale lines there have been 
actual increases this year in numbers 
though they were accompanied by 
fewer losses. Failures in construction 
and commercial services, though mov- 
ing erratically from month to month, 
end the year with a better showing 
than any of the groups. The increased 
liabilities connected with construction 
failures should doubtless be laid at the 
door of speculative real estate ventures 
rather than true construction opera- 
tions. 

The trend of failures in the five major 
industrial groups is shown in the dia- 
‘gram on a scale which indicates rate of 
change from month to month and 
brings into relationship changes in 
groups as differing in size as retail 
trade and commercial service. 

In December, the number of failures 
showed little change from November 
in most of the groups. However, fail- 
ures in wholesale trade jumped up to 
the highest point since last April, and 
was the only group to exceed the num- 
ber of failures in December, 1935. Off- 
setting this in the total, was a decline 
in retail failures of exactly the same 
number as wholesale had increased. 

We have already spoken of the in- 
fluence and course of the very large 
failures but it is interesting to consider 
also what, if any, are the changes that 
may be taking place in the relative size 
of failures as a whole and in the major 
industry groups. In analyzing failures 
by size the best available measure is 
the estimated amount of liabilities, al- 
though of course debts are not nec- 
essarily in direct proportion to sales or 
capital invested. As the advent of 77-B 
in the middle of 1934 tended to attract 
to itself many of the larger cases it is 
not proper to include 1934 in the com- 
parison. Considering then the two 
last years it is found that the proportion 
of failures in the various size groups 
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Fartures BY DIVISIONS OF INDUSTY appears to be as standardized as the 
proportion in industry groups. Failures 


YEARLY TOTALS AND DECEMBER, 1930 AND 1935 
with liabilities under $5,000 constituted 


(Liabilities in thousands of dollars) 


_——Number———> ————thiea—— per cent of all failures in both years; 





MAN r NG — T ~ " T T a . . oge,.* 
UFACTURI Total Total Dec. Dec. Total Total Dec. Dec. those with liabilities between $5,000 
1936 1935 1930 1935 1430 1935 1930 1935 and $25 Oo . d . 6 | 
oO a NaF PSC COO oe on a 431 516 36 35 9,713 10,673 774 645 ? 25,00 increase = 193 on y I 
Geatiiee cust conetogee ee ee 331 409 27 47 7,095 9,691 477 763 per cent to a representation of 45 per 
Siting WRN nee RARER 137 on tw = ‘os cent which left a decrease of 1 per cent 
Paper, Printing and Publishing.----- are ) 2 88 037 86 : cs . : “1°,° 
as ” ae ys ais a“ - 186 in failures with liabilities over $25,000- 
‘hemicals and Drugs.--- eu ee ne sees 61 87 5 10 1,411 2,151 27 196 - er : 
sah i fascig fe cad annem gee EE xn a ~ © The diagram shows how similar 1s 
Leather and Leather Products....--++2929° 68 84 10 7 2,121 2,116 696 a3 the size ot the two groups containing 
Stone, Clay, Glass and Products. .-+-++++* 50 8 ey ney eee is 
apsiaien ee 43 : 3 & 2,566 145 19 failures with liabilities under $5,000 and 
feGneand Steele acer ser co see naar enn 7 102 6 8 1,973 4,845 48 198 ¢ a ms d 
MPachiNeLY. cae oc-ssows ee ee a 77 101 9 8 : 2,515 234 128 trom $5,000 to $25,000, an also how 
Transportation Equipment ..-escressreee* 30 -_ 1247 apes é similar has been their monthly rate of 
MPOUbRE cane sere Sse ntee ne 214 256 13 28 3,595 4,534 121 316 change, particularly during this last 
Total Manufacturing «--+--scrrrerrn 1,646 2,057 141 180 41,406 51,885 3,121 4,358 year. 
nic: Saead dk tall ccs ecateveannr eres 17.9 17.9 20.4 19.8 28.1 28.3 25-4 27.8 Within the industry groups there 
Wrotrsate TRADE was a tendency toward more very small 
Farm Products, Foods, Groceries..-+-++*** 398 432 28 26 7,962 9,105 3,014 673 failures in manufacturing, which in 
Clothing and Furn shings...+-+sesseeeree? 5 7 6 922 ,602 ‘ : 
pads? oe “ = - » 6 4936 constituted 28 per cent of all 
soods and Textiles...-+-++**o°"°"""" 15 2 3 3 423 990 107 57 P “ < 
Lumber, Building Materials, Hardware..-- Bt 65 4 4 2,382 2,237 96 32 manufacturing failures. In retail trade 
Chemicals and Drugs..--<2s<ser207rrrr 37 35 3 3 510 455 42 24 the proportion of very small failures 
Fuels occessnccrrercernnee eee 35 3 ; 4 £149 1,206 : 50s was constant at 52 per cent. In con- 
Automo.uve Products .---+--s000 7" " ; 56 52 9 5 975 638 248 70 . . 
pian eee z struction the turn this year has been 
Supply Houses ------rerrt 49 69 8 8 907 1,042 149 53 z 
elles ahanvissieccne 198 p18 688795 «ate “a 136 away from small carpenters and build- 
~ ers to larger contracting firms. 
Total Wholesale Cebbbcs osee cee es snee* gt 6 983 738 “5 18,725 20 ,664 3,953 1,611 
ee wed wineries hea EE co a. wa 8 12.7 ie ae a The December record, when com- 
eran. TRAD! pared with November, shows a move- 
i Se ida une a te = oo 1M 17.867 cw toward larger failures. The only 
Farm Supplies, General Stores..--+--+°°° 280 332 15 32 2,215 4,283 94 431 size group to decline was the smallest 
seneral Merchandise -.-++-+-> 25¢ c 2 ( g2 217 . 7 
ea RE ON nie a ee i 217 311 one. The largest increase was in the 
POO ahaa 1,028 1,221 m2 «113 7,559 8,081 552 808 eh li biliti b $ = 
Furniture, Household Furnishings..------* 237 275 18 20 3,181 4,005 go 209 group wit 1aD1 1t1es etween 25,000 
Lumber, Building Materials, Hardware. --- 344 436 24 27 3,874 5,586 209 198 and $100,000, where the number was 
Automotive Products .----r+7rres707 8°" gut 4ot 27 43 6,041 7,074 248 438 the largest since May. However, the 
Restaleaiite ccesk<enp sete ace oe 53 506 6 ” 5,827 9,712 2 ” . . “7,0 . 
ahah Ree maga ~~ 23 3" group with liabilities exceeding $100,- 
DEES se Chae eee 436 581 31 39 3,605 4,791 251 249 . 
Simbad: cw uveinisn aeRO eT a6 830 29«087 6,604 oe yor 000 Was appreciably above the monthly 
me sh est! — _—— average for the year. The longer trend, 
<poralihetail Weaders=-sotee tae 5,658 7,138 398 548 53,215 72,506 3,135 4,777 pee di d . h h h b 
Percent of Toldbecn<cmocente ss ‘ 61.6 62.0 57-5 603 36.1 39-7 25-5 30.5 as 1S 1n) icated in the ¢ art, has een 
one of more rapid decline in the larger 
CONSTRUCTION 
Generals COniaclOsi< renter 87 128 6 10 3,578 7,939 246 675, groups. 
Carpenters Bt cic HOM ae nace 145 178 12 17 15,135 6,781 929 549 With 2,325 fewer failures this year, 
Building Sub-Cont MELONS. «cece seoessiseore 250 8 2 26 6,236 5,685 290 7. : - 
nga ‘ = i 44 or a 20.2 per cent reduction from 1935; 
Other Contractors .---sesser rrr : 14 22 1 I 699 722 136 3 : ; ; 
Z ; —— the question arises aS to which part ot 
Total Construction .---serere rr 496 676 43 54 25,648 21,127 1,601 1,971 7 . d h 
Per cent of toral 5 i oa ie . “, the country experienced the greatest 
cen italien em ese r ea mace 5.4 5.9 5.2 5.9 17.5 11.5 13.0 12. ‘ é 
amelioration of business troubles. A 
COMMERCIAL SERVIC . . 
Cleaners and Dyers, Tailors. -.-+2-s9e>""*° 108 174 bf 15 966 2,039 69 272 tabulation of all failures by Federal 
Haulage. Buses. Taxise ClCssaseee cst 125 137 10 7 2,593 3,199 256 96 Reserve Districts shows that the aver- 
ST On PCO ck aaa a7) 48 83 1 7 2,450 eit? 15 1,674 age reduction of 20.2 per cent was 
Laundries Ss eames eaten 29 61 2 7 280 1,146 10 111 
pa els OE sar pe ~~ @¢ “ 805 65 ‘a slightly exceeded by the Dallas and 
mienheretsesiscesae aaa sip 114 141 7 9 1,555 4,123 63 761 Philadelphia Districts, with Boston, 
Total ¢ ommercial Service.------77777 "°°" 469 656 32 53 $,259 16,74! 478 2,969 New York, Cleveland and San Fran- 
ey. Axa a ee len - ~ “ 18.8 cisco following in order, and with 
Ppt bat mame on GEC oem ey een 9,185 11,510 692 g10 1475253 183,013 12,288 15,686 ‘ . ; 
Per Cent... ante aad Mesut en ae eee 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 Atlanta registering, the greatest im- 
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1935 1936 1937 


Failures in Federal Reserve Districts show dif- 


ferent trends in various parts of the country. 


provement or a 32.1 per cent decrease 
from last year. 

The geographical scattering of these 
districts indicates that no one section of 
the country has shown outstanding im- 


provement, but it may be noted that 
they constitute what might be called a 
fringe of districts around the great agri- 
cultural sections of the country, and we 
find only a 10 per cent or less change 
for the better in the St. Louis, Minne- 
apolis, Chicago, Richmond and Kansas 
City Districts in the order named, with 
Kansas City with as low as a 4.5 per 
cent decrease. 

In several areas, the 1936 record was 
appreciably affected by the severe 
March floods. In Pennsylvania, failures 
rose from 52 in March to 76 in May, 
and in New England, a similar tend- 
ency was evident. 

As between the larger cities and the 
less thickly populated sections of the 
country there appears to be no choice 
so far as decreasing failures is con- 
cerned, nor has there been any shift 
this year in the proportion of failures 
occurring in the two divisions. These 
conclusions are based on a tabulation 
of failures in the twenty-five largest 
cities in the country. In both 1935 and 
1936, 43 per cent of all failures were in 
the large cities, and in both the cities 
and the balance of the country there 
was a 20 per cent decline from last year. 
Nevertheless, changes within individ- 
ual large cities have varied greatly. The 
size of the city appears to have had 


little effect on these changes since, for 
instance, among the five largest cities, 
New York and Philadelphia experi- 
enced about a 24 per cent decline, Los 
Angeles a 50 per cent decline, and 
Chicago only 4 per cent, while Detroit 
Saw an increase of 16 per Cent. 
Complete information on failures in 
all of the principal twenty-five cities 
is to be found in the Statistical Supple- 
ment of Dun’s Review, as well as de- 
tailed tabulations by all the various 
breakdowns herein mentioned. There 
will also be found there a very detailed 
breakdown of the industrial groups by 
quarters since the end of 1934. 


Canadian Failures 


Commercial failures in Canada have 
experienced the same five-year decline 
since the peak early in 1932 that this 
country has, although the pattern has 
been somewhat different. Failures 
totaled 1,238 in 1936 with reported 
liabilities of $11,314,000, compared with 
1,367 with liabilities of $13,094,000 last 
year. 

Since 1934 both countries have shown 
about a 23 per cent improvement in the 
number of failures, but whereas United 
States failures were practically on a 
level during 1934 and 1935 with a 
greater decline this past year, Canadian 
failures showed more improvement in 
1935 with a somewhat slackening rate 
this year. 

To a considerable degree, however, 
the Canadian failure record parallels 


FaILuREs IN FEDERAL RESERVE Districts BY Divisions oF INDUSTRY 
DECEMBER, 1936 


(Liabilities in thousands of dollars) 


Manu- Wholesale 
District facturing Trade 

No. Liab. No. Liab. 
Boston ...ccee i) 13 264 6 25 
New York..... ¢) nee 64 1,407 29 3,150 
Philadelphia .. (3)...... 5 48 3 12 
Cletaald 56200. Cis wevns 10 15 4 15 
Richmond .... (5)...... 7 3 43 
Atlanta <<<ces« ee 3 35 4 36 
Chicago ..... cere 19 305 12 270 
St. Louis. s..5:0% RB )icicees% 3 55 2 6 
Minneapolis .. (9)...... 3 33 I 10 
Kansas City....(10)..+.+. 5 58 5 
Dallas s<sss000 Cet rn 
San Francisco... (12)...... It 41 1 359 
Potal U: Sisccsseemnosens 141 3,121 738 3.053 


Retail Con- Commercial 
Trade struction Service Total 
No. Liab. No. Liab. No. Liab. No. Liab. 
41 343 12 388 128 =8 1,148 
112 830 10 653 12 = 227 6,345 
23 207 2 5 305 
23 158 I 105 2 34 4 787 
12 81 4 56 ae ale 23 250 
15 70 1 136 I I 24 278 
47 542 4 3 1,210 
129 I 225 
3 84 i 
17 116 - 
I 161 3 171 
5 405 7 157 ) 1,185 
308 601 4 12,288 























that of the United States. The two ac- 


companying tables, showing failures by 
industrial groups and by months over 
the past three years, give the key in- 


formation. 


CANADIAN FAILURES BY INDUSTRIAL GROUPS 











——_——_- Number-———~ 

1936 1935 1934 

Manufacturing ......eceoees 260 285 303 
Wholesale Trade. .......-..<. 63 65 82 
WONG Dea C icc cccaccchenuws 806 879 1,068 
CONMMUICHON s..00:0085:5 6000 37 58 63 
Commercial Service......... 72 80 84 
| a oer 1,238 1,367 1,600 

LIABILITIES 
(Thousands of dollars) 

1936 1935 1934 

Manufacturing ... 4.459 5,044 6,056 
Wholesale Trade... 1,454 1,249 2,518 
Retail Trade....... 4.331 5,202 8,76 
Construction ....... 574 689 950 
Commercial Service. . 4y6 glo 751 
QUEER es vie scisier cians é 11,314 13,094 19,042 


Within the major industrial groups, 
failures in construction activities fell 
most strikingly, with manufacturing, 
retail trade, and commercial service 
showing about the average decline of 
10 per cent. As in the United States, 
wholesale failures continued close in 
number to last year, and in liabilities 
actually increased. 

Detailed tables showing quarterly 
figures for 1934, 1935 and 1936 in the 
various industries, provinces and prin- 
cipal cities will be found in the current 
issue of the Statistical Supplement. 


CANADIAN Faiturrs BY MonTHS 
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77-B cases, expressed as weekly averages prevailing each month, show erratic monthly changes, but 


over a long period have paralleled the downward course of commercial failures. 


77-B CASES 


AUGMENT 


COMMERCIAL FAILURES 


N June, 1934, the Section 77-B 
Amendment to the Bankruptcy Act 
was passed, providing for the re- 

organization of companies, which, 
though solvent, are unable to meet 
maturing indebtedness and feel that the 
best protection of creditors lies in the 
conservation of assets through reor- 
ganization. Any corporation which 
could become bankrupt under the reg- 
ular Bankruptcy Act may file for reor- 
ganization, with the exception of inter- 
state railroads. They in similar situ- 


of applications has been erratic, but 
over the two and a half years it has 
followed the general downward trend 
of failures. 

Of all companies filing petitions, 39 
per cent were manufacturing; 10 per 
cent were wholesale; 18 per cent retail; 
I per cent construction; 10 per cent 
commercial service; and 22 per cent 
real estate, financial, and miscellaneous. 
Over the three-year period there has 
been a dropping off in the proportion 
of retail firms, and real estate and 





a 
936 935 ‘ . : : : . . ‘ r 
” sacs ‘934 ations use Section 77, and their appli- financial companies, and an increasing 
‘ / > 
IG ica ces wnecakerees 120 149 176 : ; 5 
se eli eae 138 135 37 cations are reported by the Interstate use by wholesale, construction and com- 
WRONG sade a Cac madsaianesaiees 11 112 4 = ee P ji : ; 
April ..-.0--02-0seeeeeeeees IBS 1 16, Commerce Commission. mercial service firms. Manufacturing 
MME calcio heiartitisis sak , 101 121 139 . ra " “ 
Taney ate seee Eee eP 108 90 With 39 cases in the five-week month firms have continued to be the largest 
ee ee pe 1, Of December, the total number of com- group and have maintained their pro- 
gla 96 4 a panies applying for corporation reor- portion throughout the three years. 
os IER re 5 % : oe: : : fc see 
November ....ccsececseeeee 5 105 143 ganization under the provisions of this For the current month of December 
DOCEMBEL o.0:5:055 sie bs oc cinese 100 109 140 : . : 7 
é amendment reached 588 for the current the distribution of the 29 cases was as 
a 1: 1 1,238 1,3¢ 1,600 39 
tal anak csc sn 6, co oo 2 367 6 - ‘ i : 
year and 2,239 for the entire period shown in the accompanying table. 
LIABILITIES since June, 1934. 
(Thousands of dollars) The di: ’ h ’ ial 77-B App.LicaTions By Matin Divisions oF INDUs- 
re A ee e diagram presents the materialon 7 
193 135 3 : cae TRY—DECEMBER, 1936 AND 1935 
January 12454 1,835 the basis of weekly averages prevailing ‘ 2 
February gered - 2,307 982 1,286 ; e ec. Nov. ec. 
Marcle .2...+.+ sees cbse 936 ost 1.388 +~=9each month, in order to correct for 1936 1936 1935 
i) See a aren 89 06. 2,24 : Manulacttiving «ie: ccs cscsees 17 9 26 
pi ie pie 2488 four and five week months. The high- Wholesale Trade ............- 4 3 12 
Mere, he ke ie : ie eco ‘ ( os . ° . WEEE BIRO Gas ox bc cdaceces 2 3 19 
Beasley Ga a roi est point of the record was in March, cosarctco............. 3 
Np ee ; ; tas yerbina be : Commercial Service Sesto, «Te 9 
August -.....554+. 1,030 751 9381 1925, with an average of 28 cases a Others* .............. 2 3 
September F aly 535 884 976 a>} : 
Oke 800 927 +2006 week. The lowest month so far was Total .......... 39 2 Ex 
November .. ; 639 1,074 1,349 . - ° ae 
December .......%. gi2 872 1,749 September, 1936, with only 7 new Cases Not included in tabulation of mmer l lur 
m * Not included 1 abulation ot commercial tatlures, 
Total Canada...... 11,314 13,094 19,042 a week. af | he month-to-month course such as real estate and investment companies. 
[ 39 | 
R E ViéeE W F © R F E BR UA FEF Y¥ ‘- oe. 
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A word should be said about the QuarTERLy Recorp oF 77-B App.icaTions By Divisions oF INDUsTRY— 

















method of classification, especially as it 1934-1936 

applies to the companies enumerated in MaNGEACHORING jie iaiaeiciiet, ane cpitbases. te i ae 

the last group called “Others.” Since jusclll IV 1 a a av of Gt ww “av Total 
‘ * DRAIN ste hha ahve cosh ay ee wie we ialee 4 27 31 32 24 15 I4 15 10 ) 12 1 

the 77-B record is intended to be com- ile ~ 

‘ ; : i RRMIAIBE io iwaiensiadnk ews n Sos vametase vars 4 1 a 10 17 18 7 15 10 6 v] 126 
plete, it necessarily includes companies — Forest Products ...........- Oren a a ee ee a es ee oe ee 63 
which are not strictly commercial in Paper, Printing and Publishing........... 6 12 2 6 uw 8 5 5 4 5 I 65 

cs . 6 ° Chemicals and Drugs.......... etembecarare oaks I 2 5 5 4 4 3 4 2 I I 32 
nature and these appear in this sixth  , sans 
IA ass odie ws ein ec lee Wis ee hes wis S Siento sles 2 8 , ; 2 10 8 5 3 I I 53 
and last group. Leather and Leather Products..........+++ I 2 5 8 5 3 2 5 4 I I 37 
The attempt has been made to dif- Stone, Clay, Glass and Products........ : I 9 6 8 5 5 6 } 3 I 43 
- ° . ° one | es New tetats aipteni 4 10 II 6 8 6 4 6 2 3 6 66 4 
ferentiate between operating companies ,, : ; 
i € DAC I as  orn oo OS esaie Kinin os )4-6 ele We eaie ers 3 9 5 13 10 4 8 5 3 - I 63 
and those acting only as real estate or Transportation Equipment .............- 2 2 2 3 2 4 I I I I re 19 
holding companies. This distinction 4! Other... dencsicanlentgusiey +e Pe > Oo OM 12 95 
is particularly important among hotel — fotat Manufacturing -. 5 ere int a a a ek ae ee ies 
companies and public utilities. If a M 
HOLESALE TRApt 
hotel company merely holds the prop- — Farm products, Foods, Groceries. ......... Yo. =e 5 » © 4 & we & i 
erty and leases the business to an oper- — “lothing and Furnishings... .. ; ‘ 2 3 6 
ae é ' it it ae -} | d : ; ~a] -state Drv Goods and Textiles s.6....sc seks vc cccee I 2 2 5 
ating unit 1 thane uded as a real estate Lumber, Building Materials, Hardware.... I 6 2 6 ) ) 4 ) 5 I <6 
company. It 1t owns and operates, or Chimmicals aiid TOSS icig ss Sisco Wa oes ks eis I I I I I ae 4 I ee 6 os 10 
only operates, it is classified as a hotel. PS se Jat ee cmna = 
TI - . ‘ | # li 1 | li MUGCIENRGER UE RADENCES 3.530 4-00:0 0 's0 cob ateace ae 2 3 2 3 he 4 ~ 2 oa I 17 
1e same principle is applied to public gi, Houses .. ee eee eae ee a ae: “~ 
utilities. \Il Other .... lh BLA EEN oo Sa Ss oe Ss See oe a 
77-B cases are additional MOP Ca ca a os oe a Se ae ee nae 
tions of commercial failures and those 
° Retai TRapi 
in comparable classes should be con- pogo eo ceccccceen a a One ae er ee ee - 
sidered in connection with failures to Farm Supplies, General Stores..........-. 2 
° ty ae — : General Merchandise .. 4 se as Z. 48 8 4 5 " 4 2 3 I 2 54 
obtain a complete picture of companies 
= ‘ x p AWALEL ciccsasaswceh ena sur oa vehenins caine 2 6 ut 8 16 5 6 13 I 3 3 74 
whose financial difficulties have Furniture, Household Furnishings......... ook ke ke oe ee a eee <4 
brought them to the courts. Of course Lumber, Building Materials, Hardware.... dis 4 3 3 9 4 2 I I 1 28 
a i : : . Automotive Products ie a I 4 5 4 2 4 5 4 3 3 35 
there is some duplication occurring : 
. i < Restaurants ....... shdsitanxlald Gleaner oan aie Se A 13 17 9 I 15 8 4 I 2 86 
when a company already in receiver- Drugs ...........00cccceeeseeeeeeeeeees oa 3 Oe hoa Te ok 12 
ship files for reorganization, when a “Il! Other ......----++seeeeeeeeeeeee seen es 2 £2. tf £ FS We 33 
petition is an answer to involuntary tots Retail Trade.........ccccccceeeeeee ee an ae eC eee Sonrey ys 390 
bankruptcy, or contrariwise, when a eee et te 
77-B company is declared insolvent Or — General Contractors ...........00sseee00+ er ae Aer ee a ee ee ee 3 i 
becomes bankrupt after reorganization — Carpenters and Builders... eaged gates : 2 
: Building Sub-Contractors ........cccccoes ore I 2 I I Zz I 6 
efforts have been carried on. , 
Other Contractors x as I ai I 2 I I 10 
It should be remembered that in gen- ee - - 

° re c T« 1 ons RNR 5k -o ce. aele sd wate oaks ee ope 5 2 2 3 2¢ 
eral this provision of the law attracts si cooutoate — sans anes ‘ 
the companies with extensive assets. Cena, Semis 
TI a ce x f li: | i Te 7 | f x Cleaners and Dyers, Tailors... LG ainia alae a 3 3 np. 2 I rie 2 I a I 12 

re measure of liabilities used for CoM- jy, tase, Buses, Taxis, eteoesc. sees ceee- igey or epee ae |. 4. “ee on a 
mercial failures is not available in these — Hotels ........ Pe eet ee STORE Nc ser Sere ae ee ee ee ee 99 
cases, but if we use capital stock as a Laundries... SR Fen ee at at es ae 29 
e SURO ICOTR oxen cece e's arace. tik ata w wyele wages ve <s ar I ee Pe ; i . . ays I 
rough measure of asset strength the joy. PS eee ae a ee Spee CO eo mh 
commercial companies reported in 1936 
2 : - Total Commercial Service. .s46ssccccsees 12 19 6 17 ) 4 15 28 7 15 19 221 
would fall proportionately into size 
* e OTHERS * 
groups as follows: roughly a quarter Of yo.) peate. Financial, ¢tes..--.cccccece. ae ae eee ee ae ee 406 
them had assets under $25,000, a third — Clubs, etc.....-.--ssseeeeeeeeeeeeeenees ee a a ee 6 30 
. : Railroads (intrastate), Terminals.......... 2 I 9 3 3 5 4 si I 28 
were capitalized between $25,000 and 
SU MNIINE Sor ac onicnig ta mine si enrce ele see ave 3 2 I oF Fi 2 ae I a a os 9 & 
$100,000, another third between $100,- — Afiscellancous ......-.-0000-0- Mee ee ne ey ma Ne a ee es 19 
. alee, ne 
000 and $1,000,000, and the remaining oo. ates tae Se ay Gnas ai 
one-tenth were capitalized for Over 2 Total U.S..........0.:cseeeeeeeeeeeeeees 104. 257-270 262 912: a28 218 aos 156 103) 124 2,239 
million dollars. * Not included in classification of commercial failures 
[ 40 ] 
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SIGNIFICANT BUSINESS INDICATORS 


COMPILED BY STATISTICAL STAFF OF “DUN’S REVIEW” 


Bank Clearings for 1936 Reach 
Five-Year High 


TATISTICALLY, the year of 1936 
passed leaving some strong indica- 
tions that a definite upward swing 

had appeared on the business horizon. 
One of these was bank clearings figures 
which measure, to some extent, the ebb 
and flow of business through check 
transactions in all parts of the country. 
The total for twenty-two leading cities 
in the United States was $298,942,235,- 
000, Or 9.5 per cent in excess of the 
$273,081,447,000 in 1935. The previous 
high was reached in 1931, when the 
volume was $379,616,000,000. 

Many important factors in the year 
contributed to the rise. Among these 
were higher commodity prices, in- 
creased buying, higher income tax 
payments, and extra dividend disburse- 
ments. 

At New York City, the amount re- 
corded aggregated $193,548,797,000, or 
6.6 per cent in excess of the $181,551,- 
008,000 in 1935. Not since 1930 has the 
total at that city been so high. All other 
centers registered substantial gains over 
the 1935 amounts. Pittsburgh, Cleve- 


MonTHLY BANK CLEARINGS 











(000,000 omitted) 

1936 1935 1934 
Resiias yo seek a sctee $25,262 $23,319 $19,763 
BOUNUOEY. acccree sscus 22,065 19,108 19,043 
pO PO er pee oe 26,610 24,354 21,803 
WERNER Odes tioiv Agee a Nee 24,711 22,809 22,715 
WONT ah axe, 016- Wea cops dice a's 22,473 23,103 21,250 
SEE See ee ere ieee 26,148 22,392 21,279 
(SACRE Senet eee 24,918 24,291 19,821 
TERMED &: a oi<,< ers prete wAiie 21,269 22,313 18,237 
RIOR ON oo 6:6: s'6-ci0e 23,927 20,986 17,928 
EOP atic de nce 25,852 24,076 19,436 
November ........... 24,554 22,241 17,761 
December... 33s sive. 31,153 24,089 21,732 
TORRE Sg visivicccviene wees $298,942 $273,081 $240,768 

Dat_y AvERAGE BANK CLEARINGS 
(000 omitted) 

1936 1935 1934 
es CC Eee $971,615 $896,885 $760,115 
BORPOAEY <6 oc.die navies 059,348 868,545 865,591 
WIRE isa do sic ol esas 1,023,446 936,678 807,519 
YS EAR - 950,423 877,269 908 ,600 
PN ces avi ro caene es 898,917 888,558 817,307 
MR as Aout ace poheerens 1,005 ,692 895,680 818,423 
ME Dale's co oe 958.385 934,269 792,840 
PERSE Co sc dinsloaielalegeies 818,038 826,407 675.444 
September ........... 957,080 874,417 747,000 
CRIGNEE Sees sce tence 994,308 926,000 747.538 
November «2.066506 1,116,091 967,000 740,042 
Degember 2c. esks cca 1,198,192 963,560 869,280 
Monthly Average..... $987,628 $904,606 $795,808 
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land, and Dallas, each advanced over 
20 per cent, and nine others were over 
15 per cent above the totals for a year 
ago. 

December bank clearings totaled 
$31,153,000,000, a rise of 26.9 per cent 
from the $24,554,000,000 in November, 
and an increase of 29.3 over the total 
for December, 1935. This figure topped 
the aggregate for every month back to 
July, 1931, and showed the largest turn- 
over for any December since 1930. 


Building Permit Values 


ahead in December, contrary to 

the usual expectation of a slight 
decline for the period. Permit valua- 
tions for December for the 215 cities 
regularly reporting to Dun & Brap- 
STREET, Inc., reached $83,562,063 and 
represented the largest December total 
in six years. This was also an increase 
of 32.7 per cent over the corresponding 
1935 figure, while the gain over the 
November aggregate of $75,506,623 
was 10.7 per cent. 


Ti BUILDING industry forged 


BuitpiInc PERMits—215 CITIES 


-———December———,_ Change 


Groups: 1936 1935 P. Ce. 
New England........ $7,244,898 $6,141,161 + 18.0 
Middle Atlantic...... 22,953,012 19,695,764 + 16.5 
South Atlantic....... 7,727,740 5,156,032 + 50.0 
East Centvales 6 occess:- 17,016,511 8,780,658 + 93.8 
South Central... 10,299,696 6,932,767 + 48.6 








West Central.... 3,216,717 6,897,402 53-4 
Mountain ..... as 1,243,705 643,767 93-3 
PORE. aecasvecacenss 13,859,778 8,744,488 58.5 
"Teta We Sisccascns $83,562,063 $62,992,039 + 32.7 
New York City 363,201 $14,210,205 + 15.2 
Outside N. ¥. C..... $67,198,862 $48,781,834 -++- 37.8 
7-——Twelve Months——, Change 

Groups: 1936 1935 P. Ct. 
New England........ $55,436,407 $41,748,198 -+ 32.8 
Middle Atlantic...... 306,578,305 197,031,051 + 55.6 
South Atlantic....... 105,774,917 65,290,987 + 62.0 
Feat COMPS. 6cswecsss 186,954,766 96,293,932 + 94.2 
Scuth Central........ 105,156,238 54,980,200 + 91.3 
West: Central.......... 44,022,519 38,352,892 + 14.8 
MOUIMENE occescceece 20,349,895 12,190,531 + 66.9 
Page 6. videukecescnss 156,228,568 90,798,917. + 72.1 
Weta Ue. Banc. aw eek $980,501,615 $5096,686,708 + 64.3 
New York City...... $211,880,708 $141,397,239 + 40.8 
Outside N. Y. C.....$768,620,907 $455,289,469 -+ 68.8 


The upward trend of the past three 
years lifted the total volume of build- 
ing permits for the full twelve-month 
period of 1936 for the 215 cities to $980,- 
501,615, or the largest since 1931 when 
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permit values slightly exceeded a bil- 
lion dollars. The latest figures showed 
a gain of 64.3 per cent over the 1935 
total, and was more than three times 
the 1933 aggregate of $313,676,276. 


The Trend of Prices 


HE TREND in wholesale com- 

modity prices during the final 

month of 1936 was sharply up- 
ward, continuing the steady rise which 
began in June of last year. The Dun 
& Brapstreet Wholesale Commodity 
Price Index as of January 1 stood at 
$11.1360, the highest level attained 
since April, 1930, when it stood at $11.- 
1833. The January 1 index represented 
an advance of 3.2 per cent as compared 
with a month previous, and followed 
a gain of 5.6 per cent during the period 
from November 1 to December 1. 
Since January 1, 1936, the general price 
level has risen 7.4 per cent, while the 
gain over the 1936 low point of $9.7374, 
reached on June 1, last, amounts to 14.4 
per cent. 

Price changes in the commodity 
groups and in individual commodities 
from December 1, 1936, to January 1, 
1937, were as follows: 


Groups Commodities 
11 Advances 48 Advances 
1 Decline 7 Declines 


1 Unchanged 47 Unchanged 


In the following table are set forth 
the groups comprising the Dun & Brap- 
stREET Wholesale Commodity Price In- 
dex for the latest date, together with 
comparisons for the previous month 
and year: 


Jan. 1, Dec. 1, Jan. 1, 











Groups: 1937 1936 1936 
ee $0.1632  $0.1450 $0.1087 
Livestock .... 3651 3353 -3208 
Provisions . 2.9326 2.8834 3.0066 
fi) EPP EPeCLee 2426 2438 2401 
Hides and Leather 1.1238 1.0950 1.0600 
FEMS: ssvcscucs 3.1788 3.1051 2.9109 
MGtAls cco sccccsece- 8293 8080 “7515 
Coal and Coke....- .O119 0118 .O117 

WR sda cucavamalre:< .6098 .5569 5271 
Naval Stores.......... -1353 -1236 +1239 
Building Materials.... -1377 -1295 -1066 
Chemicals and Drugs...... -8436 .8436 8471 
Miscellaneous ........0.s- -5623 .5085 «3401 
Wetet Bed essvccwnciecs $11.1360 $10.7895 $10.3641 








THROUGH THE STATISTICIAN’S EYES 


SIGNIFICANT FACTS FROM THE STATISTICS OF TRADE AND INDUSTRY 


Corporate Financing 
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Corporate Financinc-—Capital flotations for refunding operations in- 
creased rapidly in 1935; new capital flotations advanced more slowly. 


OR many months, new capital appeals originated 
largely in meeting relief needs of States and munici- 
palities, and the financing of various federal activities. 

As business has continued to improve, however, demands 
on the capital market have begun to appear by private in- 


dustry. 


First to recover and still most important, are refunding 
operations. Some of them are virtually automatic, occurring 
at the termination of some other issue. Others represent 
the desire to take advantage of low money rates by re- 
placing an issue bearing higher rates of interest by one at 
current low levels. While these operations frequently serve 
to strengthen the financial structure of a corporation, they 
represent in fact an exchange of obligations, not necessarily 
affecting directly the operations or assets of the company. 


New capital flotations were slower to advance, but the 
record for 1936 is impressive when compared with the 
years immediately before. In many instances, these repre- 
Uncer- 


tainty as to the status of business and political conditions, 


sent expansion or reconditioning of enterprises. 


and the fear of possible changes in the value of money, 
have discouraged new financing. However, the recent 
record indicates a decided upturn in confidence. 


These new capital flotations should not be regarded as 
measuring accurately the amount of capital going into new 
plant and equipment. In some instances, such issues may 
represent the funding of indebtedness already incurred; in 
others, it may be the financing of investment enterprises 
which will devote the money to the purchase of already 
existing securities; in others it may cover the financing of 
the purchase of existing properties. On the other hand, 





much expansion is financed out of surplus without requir- 
ing any new funds from the capital markets. 

The capital flotations series are significant primarily as 
indicating the state of the capital market. To consider the 
question of the nation’s capacity to produce, one must turn 
to data concerning plant and equipment. 


Machine Tools 


ANoTHER indication of the same state of the business 
mind as is shown by the rise in new capital flotations, is the 
extraordinary advance in new orders for machine tools. 
After many months of fractional activity, the industry 
began to see signs of cheer in the middle of 1935. Since 
then, the rate has been high, with December, 1936, so far 
above previous months that it looks like a statistician’s 
error. 


A considerable part of these orders is for foreign markets. 
There is no way of telling how much of the domestic 
business is replacement and how much is new installa- 
tion. Undoubtedly, in the domestic field, the early years 
of the depression saw many companies making little 
effort to keep up with depreciation and obsolescence, who 
now find themselves unable to compete without new 
equipment. On the other hand, the number of new en- 
terprises which are now being formed, and the plant ex- 
pansion programs of many of the older companies, indicate 
that much of this business represents new capacity. 
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MACHINE Toots; New Orpgers—The 1933 monthly average was 27.1, but 
the December, 1936, figure was 257.0 and the 1936 monthly average was 
well over 100. Foreign orders helped. 
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From the point of view of the machine tool industry it- 
self, the picture is extremely encouraging. Inasmuch as the 
series represents new orders, it clearly forecasts a high rate 
of production for many months. Machine tools are not 
made over night. 














Durable and Non-Durable Goods 
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Facrory EMpLoyMENT IN THE DURABLE AND Non-Durasie Goops IN- 
pustries—Employment in the durable goods industries (lower line) is 
improving more rapidly, but it started lower and is still behind non-durable 


industries’ employment. 


Tue depression hit the durable goods much more se- 
verely than the non-durable goods industries. Clear evidence 
of this is presented by the new adjusted factory employment 
indexes of the Federal Reserve Board of Governors. While 
durable goods have shown much the greater improvement, 
they started from so much lower a base that they still are 


decidedly below when measured in terms of employment. 


These two indexes depict factory employment rather than 
the volume of production. Undoubtedly, output has shown 
an even wider fluctuation, since there are always many over- 
head and maintenance jobs which do not vary in direct 


proportion with production. 


Within these broad groups, there are wide differences in 


level. The major sub-divisions were as follows in Novem- 


ber, 1936. (1923-1925 = 100): 

Durable goods...... ac 89.3 Non-durable goods.............. 102.9 
Iron, steel products ae 98.1 Tertiles, products..<< io. ccaceus 104.4 
Machinery .....<. “% 110.1 Leather products: < 0.50 6000/09 5: 94.8 
Transportation equipment... 110.7 FOO, DIOONGIS xs cs sce ce sens 112.9 
Railroad repair shops......... 60.8 Tobacco manufactures........ 62.5 
Non-ferrous metals, produc . 106.6 Paper, PEUMGN Gs <5 5536 oo s5 50sec 103.5 
Lumber products.......... 66.0 Chemicals, petroleum products. 117.7 
Stone, clay, glass products..... 66.1 Rubber Products... 6 os<0c0s sees 99.0 


It is interesting to note that, within the durable goods in- 
dustries, those dealing with metals and metal products have 
an excellent record, but the building material industries are 
the ones which are lagging, although they are above the 
levels of recent years. This reflects the fact that, although 
construction has been advancing, it still is far below the 
levels of pre-depression years. 


Among the non-durable goods, the only industry whose 
index is far below the 1923-1925 level is tobacco manufac- 
tures. Inasmuch as this is an industry whose production 
has been well maintained even throughout the depression, 


it would appear that the employment figure reflects an in- 
creased use of machinery in the manufacturing process. 
The highest level of employment, when compared with the 
low period, is in the chemical and petroleum products in- 
dustries. 


The Changed Automobile Season 


Mucu has been published in newspapers and periodicals 
during the past year as to what the probable effect would 
be on the automobile industry of advancing the date for 
introducing new models. The Federal Reserve Board of 
Governors has published its new seasonal index for auto- 
mobile production, with the obvious caution that the new 
policy has not been in effect long enough to make possible 
anything more than rough approximations of normal 
seasonal behavior. This, compared with the old seasonal 
index, is shown in the accompanying chart. It is interesting 
to note that during the September-December period, on 
the old basis, production declined from 102.2 per cent of 
the average month of the year to 64.0 per cent. On the new 
basis, production increases from a low of 39 per cent in 
September to a high of 119 per cent in November. 


It is important to note that the change does not result 
so much in a smoother trend as in a shift in the months of 
inactivity. To be sure, under the new seasonal, only three 
months are below the year’s average, rather than four. On 
the other hand, the extraordinary reduction in September 
far exceeds any month’s drop under the old pattern. The 
real difference is that the low months are moved ahead into 
the Fall, rather than coming in the Winter. 
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SEASONAL INDEX OF AUTOMOBILE PropucTion—The advance in the date 
for the introduction of new models did not result so much in a smoother 
curve as in a shift of the peak. 


It is obvious that such a drastic change should vitally 
affect the total business picture. Although the automobile 
industry comprises less than g per cent of the total business 
of the nation, it is so closely allied with such industries as 
steel and rubber, that its influence is extremely great. 
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THE BUSINESS BOOKSHELF 


BUSINESS 


T is understandable that most books 
| written about the depression dur- 
ing the recent critical years should 
have been more concerned with “the 
Never- 


theless the hard fact remains that to- 


way out” than “the way in.” 


day, almost without exception, they 
stand idle on their 
shelves. To say that their inactivity is 
mute testimony to half-done work is 


countless book- 


not entirely fair; they were addressed 
primarily to an audience which was 
which 


impatient for 


offered hope—an audience that would 


any panacea 
forget them successively as new prom- 
ises appeared. 

Yet the thought is inescapable that 
most of them would have been the 


. FINANCE . . . ECONOMICS 


better for completeness, and being 
If the 


same authors who laboriously argued 


complete might still be read. 


their conclusions and ingeniously de- 


vised their had as 


carefully presented the problem, one 


many programs 
suspects that other conclusions might 
have been drawn and different pro- 
grams offered. 

Not the least pleasant by-product of 
recovery is an improvement in literary 
fare. Messages are no longer delivered 
with sledge hammers. Authors who 
wrote away the depression have gone 
back to work or, writing still, are less 
urgent and more convincing. The 
others, who publish their findings with 
tread the 


measured regardless of 


. GOVERNMENT 


occasion, re-emerge. One of the latter 
is Miss Ida Tarbell, whose The Na- 
tionalizing of Business, 1878-1898 (Vol. 
IX of A History of American Life. 
Macmillan. 313 pages, $4) appeared 
recently, 

Ironically her latest work would have 
served admirably to prepare the 
ground for depression books which 
One 


course, attribute a world-wide reces- 


are now lifeless. cannot, of 
sion to a chaotic age in one country. 
In this sense one finds no basic causes 
in The Nationalizing of Business. 
But certainly the distinguishing char- 
acteristics of the depression in the 
United States cannot be disassociated 


from our heritage. The spectacular 





BOOK 


CURRENT READING 


AUTHOR 


THE NEW DEAL, by editors of THE | Not only editors of the renowned British 


ECONOMIST. Knopf, 147 pp., $1.50. 


INCOME IN AGRICULTURE, 1929- 
1935, by Dr. Robert F. Martin, National 
Industrial Conference Board, 186 pp., 
$2.50. 


HITLER OVER RUSSIA, by 
Henri. Simon & Schuster, 350 
$2.50. 


Ernst 
pp.» 


PRICES IN RECESSION AND RE- 
COVERY, by Dr. Frederick C. Mills, 
National Bureau of Economic Research, 
500 pp., $4. 

NEXT STEPS FORWARD IN RETAIL- 
ING, by Edward A. Filene. Harper, 
297 pp., $4. 

PROFITS AND LOSSES IN TEX- 
TILES, by Stephen Jay Kennedy. 
Harper, 214 pp., $3.50. 


PICKING AMERICA’S POCKETS, by 
David L. Cohn. Harper, 250 pp., $2.75. 


THE TRADE CYCLE, by R. F. Harrod, 
Oxford University Press, 244 pp., $3.75. 


WHARTON ASSEMBLY ADDRESSES 
University of Pennsylvania Press, 105 
pp., $1. 





publication, but also analysts favored with 
a 3,500-mile perspective. 


Director of Research N.1.C.B.; Senior Econo- 
mist of the Bureau of Foreign and Domestic 
Commerce, 1930-1934; Director of the De- 
partment of Markets, Haiti, 1928-1930. 


Record of this journalist, writing under pen- 
name Ernst Henri, not available. Nation- 
ality unknown. Manuscript bought from 
British publisher. 


Professor of Economics and _ Statistics at 
Columbia, author of THE BEHAVIOR OF 
PRICES and ECONOMIC TENDENCIES, 
published 1927, 1932. 


Prominent, public-spirited, successful Bos- 
ton merchant. Recognized as an authority 
on progressive merchandise practices. 


For many years has been employed in an 
executive and research capacity by one of 
the nation’s largest textile organizations. 


Mississippi importer and department store | 
head concerned with the repercussions of | 


the national tariff on his native South. 
Author of GOD SHAKES CREATION. 


Lecturer in Economics at Oxford, member 
of the Council of the Royal Economic So- 
ciety, student of J. M. Keynes. 


Luther Gulick, Charles R. Gay, Lewis 
Douglas, Harold Ickes, Francis Biddle, Leo 
Wolman, Homer P. Rainey and Francis B. 
Sayre. 
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SUMMARY 





A discussion of 12 phases of the New Deal. Appraisal: “Mr. 
Roosevelt may have given the wrong answers to many of his 
problems. But he at least... . has asked the right questions.” 


“It would appear that an attack on the farm problem might 
most reasonably be based upon different treatment of different 
troubles in each area, rather than 2 mass movement based on 
a theory of general agricultural debility.” 


Virtually inevitable, with no compromise possible, a war im- 
pends between fascism and communism which “ . will 
leave no country untouched and spare no state or group of 
states, no matter how isolated.” 


Third of three studies which seek to provide a factual basis 
for further, more intelligent attack on the problem of economic 
stability, ending with a plea for lower prices for goods of elas- 
tic demand. 


“A store is a machine for selling.” Scientific marketing and 
management must replace traditional methods; fact-finding must 
replace reliance on hunches and prejudices. How and why. 


Sub-title: COTTON TEXTILE FINANCING SINCE THE 
WAR. Conclusions: “ ... . the use of bonds in financing 
cotton mills has involved a disproportionate risk to both the 
creditors and the mills.” 


Sub-tite: THE STORY OF THE COSTS AND CONSE- 
QUENCES OF OUR TARIFF POLICY. ‘An attempt to ex- 
plain some phases of the tariff and of tariff making to the aver- 
age man, who pays the bills of government.” 


Exposition of oversavings theory, looking toward greater sta- 
bility through extensive economic research by government 
agencies, so that incipient weaknesses in the business structure 
may be corrected as they occur—by government subsidies. 


Lectures on topics of current economic or political interest, given 
before the Wharton School of Finance and Commerce during 
the 1935-1936 academic year. 
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prologue, the belief in destiny and 
another corner, the myriad bank fail- 
ures, the popular acceptance of boot- 
strap theories—these are made more 
understandable by a review of the 
turbulent, formative 20-year period be- 
fore 1898. 

At the beginning of the period, Miss 
Tarbell shows, two courses were pos- 
sible: one, to develop and to exploit 
the continent at all cost; the other, to 
achieve the maximum of development 
compatible with a minimum of social 
cost—to labor, agriculture, and natural 
resources. For the most part the first 
the 
drive for power and a national market 


course prevailed. In relentless 
industry, transportation and commu- 
nication assumed national dimensions, 
winning meantime land grants, tariff 
protection, monopoly favors, and an 
100-cent gold dollar. 

In defense, labor and agriculture en- 
deavored to organize on the same 
national scale and with the same haste, 
the farmers without lasting success. 
Strikes and protests effected some bet- 
terments; voluntarily industry inno- 
vated others. But they were not 
enough to resolve the conflict, and the 
forces which it generated smouldered 
through the Spanish-American War, 
destined to reappear frequently. 

In the feverish expansion of those 
twenty years the implications for the 
future were plain enough. Prudently 
Miss Tarbell avoids underscoring them. 
The virtue of her work is that it is not 
didactic, and its value lies in illuminat- 
ing the present scene through a lucid, 
readable account of twenty momentous 
but neglected years. 


For Stockholders 


Here ts a fast reading, startling, non- 
technical book about what goes on be- 
tween the lines of a corporate report. 
Apparently plenty goes on. Moreover 
Are You a Stockholder? by Alden 
Winthrop (Covici Friede, 320 pages, 
$2.50) is incidentally a provocative 
study of the financial and management 


policies of many of our nationally 
known corporations. 

The volume is a timely publication, 
making its appearance when annual 
earnings are being reported in increas- 
ing numbers in the daily press and 
when annual corporate reports for 1936 
operations are being mailed to stock- 
holders. 

The author also discusses many of 
the problems of accountancy which 
have become vehicles for management 
policies, problems of vital funda- 
mental importance which here are con- 


sidered for the first time from both a 
practical and moral point of view. 

The book has a real sustained interest. 
It is a valuable and enlightening con- 
tribution during these days of changing 
ideas on what have been accepted and 
established modes of business procedure 
and operations. It will hold the in- 
terest of officers of corporations, bank 
officials, accountants (many of their 
established policies are questioned), 
students of business affairs, as well as 
of stockholders, whether the reader 
agrees or disagrees with the author. 


LISTING 20,000,000 WORKERS FOR 


OLD-AGE 


BENEFITS 


(Continued from page 15) 


strips, arranged horizontally, one above 
the other, runs from the roller to the 
compartments. The shortest strips are 
at the bottom of the sheaf, and each 
strip ends over a compartment. Thus, 
all cards which are thrust between the 
same strips land in the same compart- 
ment. The electric brush and the 
punch-holes in the cards determine 
which pair of strips shall receive each 
card. 

For alphabetic sorting, a stack of 
cards is first sorted into three zones 
according to the first letter of the sur- 
name. The first zone includes the 
letters from A to I, the second from J 
to R, and the third from S to Z, each 
inclusive. Each zone is then combined 
with corresponding zones from other 
stacks and sorted into one group for 
each of its letters. 

Each first letter is then sub-divided 
according to the numbers in the nu- 
merical code number which was given 
to it by the coding section. The sort- 
ing is continued according to the letters 
of the first names and the first three 
letters in the middle name. With these 
repeated sortings, the fifty-five ma- 
chines will arrange 600,000 cards a day. 

When the actuarial cards are ar- 
ranged in alphabetical order they are 
ready to make the alphabetic index. 
This index cannot be printed perma- 
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nently on sheets of paper because new 
names will have to be inserted between 
old ones as new workers enter employ- 
ment. The stock used, therefore, con- 
sists of flexible wood strips. These are 
thin horizontal strips, just wide enough 
to take one line of type. The wooden 
strips are backed with paper so that 
they can be fed through the printing 
mechanism in a continuous belt, and 
later separated into single line units. 
Immediately after the first printing 
they will be placed in panels and hung 
on rotary files. Later, when new names 
must be inserted, the strips will be 
moved apart by sliding them in the 
frame and the new strip inserted in its 
proper place. 


Posting Wage Records 


A record of the wages paid to each 
wage earner will be posted to the ledger 
account sheets in July, 1937, and every 
three months thereafter. In appro- 
priate field offices of the Social Security 
Board a punch card will be prepared 
for each employee, showing the wages 
paid to him. This card, known as the 
account card, will also contain the num- 
ber which identifies the particular em- 
ployer who made the report. 

These employee account cards will be 
sent to Baltimore as they are completed. 
The approximate number due from 
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each area will be known from the 
master name cards, and from past ex- 
perience. As soon as 80 per cent of the 
cards from any one area are on hand, 
they will be collated with the master 
name cards in an automatic collating 
machine. 

This machine compares the spelling 
of the name and the account number 
on the current earnings or account card 
with the same information on the 
master name card. If the name as 
punched on the current earnings card 
does not agree with the name on the 
master card, it shows that there is an 
error. Correct cards will be run 
through an alphabetic accounting ma- 
chine, with the appropriate ledger ac- 
count sheets. This machine will post 
the wages paid during that period to 
The amount 
of a worker’s old-age benefits will be 


the employee’s account. 


computed initially upon the total of 
these postings. 

Checks and controls of these postings 
will be maintained throughout the 
operations. The progress of blocks of 
cards will be recorded by means of 
operation cards, as in the initial setting 
up of master name cards. In addition, 
the wages reported on individual cards 
will be totalled as they arrive for com- 
parison with the transmittal sheets. 
Similarly, the totals for each area will 
be drawn off on summary cards and 
compared later on with the total indi- 
vidual postings to the individual ledger 
accounts. The individual employee 
account cards will also be collated after 
each posting period with the corre- 
sponding cards for the preceding pe- 
riod. Finally, once a year, the quarter- 
ly account cards of each employee will 
be automatically summarized to one 


card (by means of a tabulator with a 
punch attachment). These annual 
summary cards will then be posted to 
the individual ledger accounts. This 
posting will show annual totals and will 
verify individual postings. 

All of these processes flow into one 
another so naturally that they conceal 
the months of planning which preceded 
them. Each operation had to be fitted 
to the available machinery, and subse- 
quent operations dove-tailed in with 
the greatest of care. 

Reviewing the flow of cards it is 
noteworthy that checks are interposed 
at every possible point to eliminate 
inaccuracies in copying records or in 
selecting cards to go through a ma- 
chine. The actual sorting and copy- 
ing of all records are purely mechanical 
processes so that errors in the chief 
operations are extremely unlikely. 


BUSINESS BIRTHS AND DEATHS 


and managements come and go. The 
fact that the compilation is based upon 
number of concerns rather than mak- 
ing an adjustment for their size, tends 
to exaggerate the importance of the 
changes to the smooth functioning of 


industry and trade. 


Opportunities . . . . Initiative 

From the broad point of view, the 
high rate of business turnover means 
that men and women are still grasping 
the opportunity to venture into busi- 
ness if they so desire. The human de- 
sire to be his own master still establishes 
the attaining of the proprietorship of 
his own concern as one of the chief 
ambitions of many individuals. Except 
in a few special lines, the starting of a 
business involves little formality— 
merely some capital, inherited, saved 
or borrowed. The record of business 
births indicates that the field of busi- 
ness ownership and operation is by no 
means closed to individual initiative. 

One cannot limit his view, however, 


(Continued from page 11) 


ing out into the business world with 
high hopes. The record also shows 
nearly as many disappearances, so the 
complete picture is one of turnover. 
Some of these business deaths are cases 
of men wishing to retire, so the termi- 
nation of ownership indicates no par- 
ticular strain or stress. Some of the 
successions are merely the replacement 
of an individual proprietorship by a 
partnership or a corporation. Never- 
theless, the bulk of the cases are un- 
questionably situations where the enter- 
prise has exhausted its capital, and 
there is no solution except withdrawal 
from the business struggle. 

Thus, the business structure is con- 
tinuously supported by a flow of capi- 
tal, the small savings of the hopeful 
business man and his relatives and 
friends. He opens up shop and carries 
on for a short while until his capital 
is exhausted. Then he is replaced by 
some new aspirant to permanency on 
the rolls of successful business enter- 


It is evident that survival of a 


business enterprise is in itself no mean 
achievement. 
The Record’s Significance 

From the point of view of the sur- 
vivors, the record has particular sig- 
nificance to manufacturers and whole- 
salers. The disappearance of a retailer 
may involve two types of loss to his 
suppliers. First, there may be an actual 
credit loss. The cases of bankruptcy 
almost inevitably indicate a loss to 
creditors. Many other cases are settled 
on a percentage basis, without the 
formalities of court procedure. In still 
others, there are no assets left worthy 
of pursuit. 

Even if the disappearing enterprise 
pays its bills, however, a further cost is 
involved. Its successor, either direct 
or indirect, must be captured as a cus- 
tomer. The development of new cus- 
tomers is more expensive than the 
maintenance of old relationships. Cus- 
tomer turnover, like labor turnover, 
has its costs. 





This is the first of several articles analyzing 
this new record of business births and deaths. 





to the number of new enterprises start- _ prises. 
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HAVE MERGERS BEEN SUCCESSFUL? 


units. Their earnings since 1919 are 
interesting: 


Earnincs Rates oF 49 SUCCESSFUL 


MeEnrcERs 

% Jo 
ee 87 i9a6-...... 12.28 
1900....... $38 (1087....... 10.68 
1921 TAO F920 22... - I1.10 
ae 34 192):...... 12.61 
| re 1020 19%0....... 8.92 
ae 992 1931.... 5.02 
6 2455: a ee 1.34 


These rates compare very closely with 
the earnings rates of Epstein’s large 
group of successful corporations of all 
types in the post-war years.* Clearly 
the standards of success in corporate 
existence have been met by these 30- 
year old mergers. This is all the more 
noteworthy when their greater average 
age is considered. It must also be 
stressed that of the whole original 
group of mergers, nearly half have 
measured up to this high standard of 
earnings in post-war years. The record 


is an outstanding one. 


Is ‘Watered Stock” a Legend? 


The careful study of company his- 
tories made necessary in completing 
this study of earnings over 30 or 35 
years brought other conclusions. For 
example, it was clear that, except for a 
few scattering cases, “watered stock” 
or inflated capitalization was conspicu- 
ous by its absence. This legend of 
American finance is still found today 
in textbooks and lectures, in the face of 
the obvious fact that deliberate under- 
capitalization is the accounting fashion 
(or vice) of today. Again, it was clear 
that oppressive restraint of competition 
had not been the means by which these 
concerns had attained success, after the 
first few years. No. have these leaders 
been under attack for the use of “un- 
fair’ methods of competition by the 


1 “Industrial Profits,’’ National Bureau of Economic 
Research, 1935. 
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Trade Commission, with scattering ex- 
ceptions. Few had patent monopolies. 


Good Management Counts 


What, then, does account for their 
success? The same methods, by and 
large, which had brought success to 
so-called independent companies, large 
and small. Skillful nurturing of con- 
sumer loyalty to brands and products, 
effective internal control and manage- 
ment, adoption of the best methods of 
distribution and merchandising, and 
exploitation of the findings of a re- 
search staff, stand out as marking their 
careers. This has meant also that they 
have been socially valuable, leaders in 
improving quality and standards and 


lowering prices, and pioneers in in- 


creasing the consumer’s range and 
breadth of choice. 

This brings us to the conclusion 
which should be left in the mind of 
the business reader who wants busi- 
ness history only for the worthy lessons 
it may teach him. The monopolistic 
dreams of promoters were silly, and 
after 1905 were thoroughly dispelled. 
But we should not as a result condemn 
the idea of merger, either as unprofit- 
able in the business sense or socially 
dangerous. They may be both, under 
certain circumstances. But it must be 
recognized that large scale mergers in 
the right industries and under able 
leadership may not only be profitable 
to investors but highly beneficial to 


society at large. 











just a little too late. 
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In a minute and a half! 
THINGS happen fast today. One cannot afford to be 


So business men turn to the telephone to reach as- 
sociates across the street or across the continent. So 
fast is “Long Distance” today that connections are made 
(on the average) in one and one half minutes. 

Its speed, convenience and dependability are what 
make the telephone so helpful to so many people. 
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OVER THE EDITOR’S DESK 


THE AUTHOR'S WHO'S WHO... 


ELL within the scope of a 
\X/ publication with the purposes 
outlined in Mr. Whiteside’s an- 
nouncement (page 5) is the article by 
Ralph Edward Flanders on page 7. 
Many of the contributions to this 
changed Dun’s Review will tell au- 
thoritatively of the more detailed effects 
on company policies and management 
practices of specific developments or 
newly enacted legislation. The series, 
of which this is the first article, deals 
with broader trends, but with ideas 
critically important to business. 





RALPH E. FLANDERS 


With a background of New England 
Congregational Republicanism, Mr. 
Flanders’ wide interests equip him well 
for this discussion of what is ahead. 
From a beginning as a machinist and 
draftsman, he became associate editor 
of “Machinery.” In 1912 he went with 
the Jones and Lamson Machine Com- 
pany as director and manager and is 
now its president. Among the honors 
that have come to him is the presidency 
of the American Society of Mechanical 
Engineers. At its December, 1935, an- 
nual meeting, he delivered the eighth 
Henry Robinson Towne Lecture on 
Engineering and Economics. He is 
a member of the Business Advisory 
Council of the United States Depart- 
ment of Commerce. 
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Tue story of what is perhaps the 
biggest bookkeeping task ever under- 
taken (page 12) comes from one who 
is no stranger to the problems of organi- 
zation and administration. Henry P. 
Seidemann, as budget technician to 
General Dawes, devised a uniform 
system of accounting and reporting for 
the operating services of the national 
government and has similarly served 
several States. 

During the present administration, 
Mr. Seidemann organized the audit 
and disbursement of benefit payments 
to millions of farmers for the Agricul- 
tural Adjustment Administration. 
Now as Director of the Bureau of Old- 
Age Benefits of the Social Security 
Board he is undertaking a bookkeeping 
effort so large it just cannot be com- 
pared with the account keeping of even 
our largest companies. 


SHaw Livermore, author of “Have 
Mergers Been Successful?” (page 16), 
as Assistant Dean and Associate Pro- 
fessor of Economics at the University 
of Buffalo, School of Business Admin- 
istration, has interesting responsibilities 
in the working out of that institution’s 
attractive plan for business training. 
He is also known to students of business 
management as the co-author with 
Charles S. Tippetts of “Business Or- 
ganization and Control.” 


“Business Births and Deaths” is the 
first report of the accumulation and 
tabulation of some 400,000 records of 
business changes reported during the 
first six months of 1936. This is a real 
addition to our knowledge of business 
vital statistics; until this work was done 
in the Dun & Brapstreet Research and 
Statistical Division, no such material 
was available. The joint authors— 
Thorp and Rothmann—are both con- 
nected with the Division; Dr. Thorp is 
its Director. 

Other articles—including one in the 
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. NEXT MONTH .. . THE STATISTICAL SUPPLEMENT 


March number—will analyze births 
and deaths according to more detailed 
industry breakdown, according to 
States, and according to types of busi- 
ness structures involved (proprietor- 
ships, partnerships, and corporations). 


Tue Luxury cruise business grew up 
during the depression; this year nine 
or ten times as many people sailed from 
these shores on round-trip pleasure 
bent as did in 1929. Next month ina 
colorful and relaxing article, W. 
Adolphe Roberts presents facts and 
figures about this new development. 


Tue eEpitors have viewed with joy 
the interest stirred up by Dr. L. D. H. 
Weld’s Regional Barometers (page 26). 
They were announced in September, 
but Dr. Weld and his staff had searched 
for months before that for the best way 
of overcoming an important statistical 
deficiency and of providing a guide for 
territorial sales and advertising policies. 

Next month in “The New United 
States Trade Barometer,” Dr. Weld 
will compare this measure of purchas- 
ing power with other measures of busi- 
ness conditions. 


ConstantLy do the editors receive 
reminders of the importance that at- 
taches itself to statistics which are con- 
sistently and soundly compiled and 
published over a long period. As this 
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issue goes to press a letter from a 
lawyer requests the exact title of the 
Dun & Brapstreer Wholesale Com- 
modity Price Index for use in a con- 
tract. For protection against inflation, 
the amount of a future payment is to 
depend upon this index. 

This reliance on the statistics pub- 
lished in this magazine presented a 
problem when the editors sought more 
space for the articles on significant and 
timely business tendencies. Much of 
the detailed statistical data heretofore 
included in the Review is of interest to 
only a portion of those to whom the 
magazine will now go each month. 

Hence there has been created the 
Dun’s Review SratisticaL Supp Le- 
MENT. -It will include the detailed 
analyses of failures; bank clearings and 
building permits by cities; grain statis- 
tics; and other data long compiled and 
computed by Dun & Brapstreer, Inc., 
but hereafter only to be summarized 
in Dun’s Review. The magazine sub- 
scription price has been $5 a year. 
Hereafter it will be $4. Review sub- 
scribers or users of the Dun & Brap- 
STREET services may subscribe to the 
SuppLeMENT for $1 a year. The pres- 
ent unexpired subscriptions to the Re- 
view will be filled by sending both the 
Review and the SuppLeMENT. 


With tue changes that take effect 
with this issue, Dun’s Review loses the 
distinction of being perhaps the only 
magazine that is published late in the 
month of its date line. This February 
number appears about a month after 
the December number; no issue bore a 
January date line 

For the present the Review is not 
soliciting advertising; the few adver- 
tisements in this number are from 
advertisers of long standing. 





Dun’s Review—Published monthly by Dun & 
BRADSTREET, INc., 290 Broadway, New York, 
N: ¥. 


Willard L. Thorp, Editor; Norman C. Firth, 
Managing Editor; Raymond Brennan, Edwin B. 
George, Walter Mitchell, Jr., A. M. Sullivan, 
Associate Editors; J. A. D'Andrea, Statistician; 
Clarence Switzer, Art Director. 


Subscription: $4 a year; $10 for three years; 35 
cents a copy. Outside the United States $5 a 
year. Subscribers to Dun’s REviEw may receive 
the Statistical Supplement for $1 a year; $2 a 
year outside the United States. Copyright, 1937, 
Dun & BrapsTtREET, INC. 











THE CHASE 


NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, 


December 31, 1936 


RESOURCES 


Caso AND DuE From Banks ... . . «$$ 669,417,960.32 


U. S. GovERNMENT OBLIGATIONS, DIRECT AND 
FULLY GUARANTEED. 2. 2 2 2 © «© © 780,030,063.96 


SraTeE AND Municipau SEcurRITIES . .. . 74,958,735.88 
OrHER Bonps AND SECURITIES. . . . . . 181,721,324.76 
Loans, Discounts AND BANKERS’ ACCEPTANCES 772,031 ,008.07 
HANRING HOUSES 4.4% . « « & % ee % 37,434,504.12 
Oren Rest: ESrarees 0. a oe 4 es 4,041 382.27 
PORT ONGES oi: Laer ot sal eel, ide cler ee wees 10,681 ,010.10 
Customers’ ACCEPTANCE LIABILITY. . . . 15,193,896.78 
Oran Asser 6 Ges ee, Bete 16,672,185.09 

$2,562,182,071.35 


LIABILITIES 


CapiTAL Funps: 
Common Stock . . . . $100,270,000.00 
SurpLus .. . . ~~ 100,270,000.00 
Unpivipep Prorirs. . . 26,464,246.95 

$ 227,004,246.95 
RESERVE FOR CONTINGENCIES . . . «| .- 14,825,371.74 
RESERVE FoR TAXES, INTEREST, ETC. . . . 1,418,836.88 
Derostr$< 6. sc ew lw ee te 2G 
ACCEPTANCES OUTSTANDING. . . « « « « 17,360,230.24 


LiaBiLiry AS ENDORSER ON ACCEPTANCES AND 
Vorgiow DIELS. 6 5 6 se ce me Se 8,174,215.76 


Orner LIABILITIES. « « 2 2 « « ; 7,190,077.70 
$2,562,182,071.35 


United States Government and other securities carried at 
$158,328,914.57 are pledged to secure public and trust deposits 
and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 























FACT FINDIRG 


Af scentny, we received a letter 


from the Complaint Section of the Securities and Exchange 
Commission, inquiring about a story published in a Seattle 
weekly paper, giving Bradstreet’s as the authority for its ex- 
traordinary facts. 

We asked our Seattle District Office Manager to call on the 
editor and find out where he got it. The editor said that he 
had noted it in various publications over a period of ten years, 
and claimed to have a clipping expressing the same information 
taken from an old issue of the Atlantic Monthly. 





Further investigation showed that he may well have seen 
it in various publications, for the story has been in circulation 
for several decades. Every time that it has come to light, 
inquiry brings the useless information that it was a re-quotation 
from some other publication. And a careful examination of 
the back files of Bradstreet’s gives no clue whatsoever, not even 
suggesting material which might have been misquoted to give 
such strange conclusions about business success. 

One may suspect that the story was made up out of whole 
cloth by some unscrupulous promoter of mining securities 
many years ago, who nonchalantly attributed his fiction to 
Bradstreet’s. How often it has been republished, no one knows. 


Vv : . ‘ 
. appears Our persistent and emphatic denials always come too late. 
roaucins mine 


arene safest rorms O° This is not an extraordinary incident, and investment is 


not the only area in which fiction may pass as fact. In these 
days of specialized and complex existence, all of us are increas- 
ingly dependent upon information obtained from outside 
sources in all fields. Many of our “facts” about business prac- 


tices and processes may have become true by publication and re-publication, by telling and re-telling, rather than by 


actual verification. 
Unfortunately, we not only must struggle with what facts mean, but we are forced to maintain an intelligent skep- 
ticism about the very facts themselves. One way is to make a practice of asking at least four simple questions: 
1. How competent is the authority? I wouldn’t trust a bridge built by an incompetent engineer— 
why should I leave my fact-finding to anybody? 
2. Is there danger of bias? I don’t want to depend entirely on facts gathered by someone interested 
in defending one side of an argument. They may not give a fair and complete picture. 
3. Has the basic material been stretched? I don’t want broad statements based upon too narrow a 
foundation. I wouldn’t judge an automobile manufacturer by the record of a single car. 
4. Do the facts make sense? After all, I have some familiarity with the world, and have a right to 
regard with special suspicion any alleged facts which conflict violently with my own common sense judgment. 
Even when the facts have been captured and passed all the tests, they unfortunately will not last forever. Facts are 


subject to depreciation and obsolescence, and have to be replaced like all other machinery. 


EDITOR 


Finding Facts Is Not So Simple. 











